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Tur Incorporated Accountants’ Journal enters on 
the 40th year of publication with this issue. 
, Established originally as a quarterly record of 
“the proceedings of the Society of Incorporated 
Accountants and Auditors, it became a monthly 
journal devoted to the interests of the profession 
in the year 1895, and it has never missed regular 


b publication on the first day of each month for 
» 83 years, the great war and industrial disturbances 


notwithstanding. For this satisfactory record the 
Editors, while taking a modest pride in their own 
department, desire to acknowledge the unfailing 
confidence of the Society’s Council, the practical 
support of Incorporated Accountants generally, the 


appreciation of the public as shown by advertisers, 
and finally, but not least, loyal co-operation in the 
Society's office and in the works of the printers. 


It has occurred to us to refer back to the issue of 
the Incorporated Accountants’ Journal of October, 
1895, in order to see what subjects were occupying 
the mind of the profession in those days, and we find 
that the two leading articles discussed ‘‘ The report 
of the Departmental Committee on the Companies 
Acts,’’ and “The Duties and Liabilities of Auditors” 
as decided by the Court of Appeal in re The London 
and General Bank, Limited, ex parte Theobald. 
In the same volume appears the decision of the 
Court of Appeal in re Kingston Cotion Mills, Limited, 
the famous case respecting auditors’ duties in relation 
to the valuation of stock-in-trade, in which Lord 
Justices Lindley, Lopes and Kay reversed the decision 
of Mr. Justice Vaughan Williams, who held that the 
auditors had failed to use reasonable care. Additional 
problems have presented themselves to the profession 
since those distant days, but, as the report of the 
last Companies Committee shows, the old difficulties 
have lost none of their powerful interest either to 
the profession or the public. 


As if to emphasise these observations the syllabus of 
the Autumn Session of the Incorporated Accountants’ 
Students’ Society lies before us. Three evenings are 
to be devoted to the consideration of auditors’ 
duties. ‘The Investigation of the Affairs of a Joint 
Stock Company "’ will be the subject presented for 
consideration on the opening evening, October 9th, 
by Mr. Frederick Davey, Incorporated Accountant. 
On October 16th, Mr. C. J. Mill, the City Editor of 
The Times, will present “Some views on Auditors’ 
Certificates,’ and on November 14th, Mr. R. R. 
Coomber, B.Sc., Incorporated Accountant, will 
deliver an address on ‘The Auditor and the 
New Companies Legislation.” Other subjects down 
for consideration are “The Accountant as an 
Administrator,’ by Mr. T. Haworth, Incorporated 
Accountant, “Security for the Worker,” by the 
Rt. Hon. C. A. McCurdy, K.C., and ‘“‘The Law of 
Arbitrations and Awards,’’ by Mr. W. Summerfield, 
Barrister-at-Law. 

We have been debarred from making any comment 
upon the prospectus of Linen and Artsilk Limited, 
advertised in the public Press just prior to the vacation, 
because the matter as it affects the profession is 
under the consideration of the Council of the Society, 
but we see no objection to reproducing the following 
editorial note which appeared in The Accountant of 
August 25th last :—‘‘In our issue of August 18th 
we referred to the prospectus of Linen and Artsilk 
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Limited, under the heading ‘ Estimates of Future 
Profits,’ and commented on a letter addressed to the 
directors by one of the auditors, a firm of Incorporated 
Accountants. We now understand that the letter 
in question, dated November 5th, 1927, was with- 
drawn by the auditors as far back as January 13th, 
1928, and a certificate in the following terms was 
substituted :— 
‘The estimates of production and profits, 
prepared by Messrs. Gregory & Gray, of the 


various mills to be acquired by your company, | 


have been submitted to us. We have checked 
them, and, assuming tlie basis to be correct, we 
certify that the calculations are correct.’ 
The final draft of the prospectus was not submitted 
to either the firm of Chartered or of Incorporated 
Accountants whose names were given therein as 


| 


You may address your reply to the office of the 
society as above, or to my private address.”’ It 
might be thought that the supply of ‘‘ Accountants” 
had dried up by this time, but so long as the word 
** Accountant ” can be used by anybody, the supply 
would appear to be inexhaustible. 


The Irish Free State has now a currency 
of its own. From September 10th last British 
currency notes ceased to be legal tender in the Free 
State. The new notes are of the denominations of 
10s., £1 and £5. The important feature of these 
notes is that they will be convertible on demand at 
the Bank of England for an equivalent value in 
British currency, the Bank of England having been 


appointed the London agency of the Irish Free 


auditors, and it was unknown to the firm of 


Incorporated Accountants that their 
November 5th, 1927, was being published. Having 
received representations (after the publication of 


letter of | 


the prospectus) from the firm of Incorporated | 
Accountants concerned, the directors of the company Bank of England before crossing, otherwise there 
circularised applicants for shares drawing attention | may be a small charge to pay for exchange on the 
to the position with regard to the auditors’ letter, | other side. 


giving the certificate of January 13th, 1928, and | 


stating they would not proceed to allotment until 
their circular letter had reached the subscribers, 
who thus had an opportunity to reconsider their 
position. We are informed that the Council of the 


State Currency Commission. So far as business 
transactions are concerned an invoice expressed in 
Free State currency will be equivalent to sterling, 
and there will be no exchange differences to trouble 
the trader. Travellers going to the Irish Free State 
will, however, have to exchange their notes at the 


A good deal of discussion is taking place in the 
public Press, particularly Zhe Times, in relation to 
the position of Assessors and Collectors of Taxes. 
This arose in the first instance from some remarks 


Society does not countenance estimates of future | made by Mr. Laffan, the President of the National 
profits being given by members for insertion in| Association of Assessors and Collectors of Taxes, 


the prospectus of a company as sucli practice is 
considered to be unprofessional.’’ Here we must 
leave the matter for the present. 


Some light is thrown on the manner in which 
new Societies of Accountants obtain members, by 
means of a letter from the Secretary of the Society of 
Statisticians and Accountants, Limited, which has 
come into our hands. He addresses his corre- 
spondent in the following manner—‘‘ You have been 
nominated by a member as one likely to be interested 
in this society and eligible for admission. If you 
would care for me to bring your name before the 
council I should be glad to hear from you within 
the next few days to that effect, with a brief 
statement of your experience and qualifications in 
statistics or accountancy and the grade of member- 
ship for which you apply. The society admits new 
members provided (a) they are nominated by 
existing members and (b) that they can satisfy the 
standard required. In certain cases where age and 
experience warrant, exemption from examination 
may be granted. I must ask you for the present to 
treat this communication as private and confidential. 


at the annual meeting which took place early last 
month. Mr. Laffan accused the Chief Inspector's 
department of taking steps to obtain a transfer to 
Inspectors of Taxes of work previously performed 
by assessors, and generally of an attempt, by a 


| system of attrition, to strengthen the claim that the 
work of assessors was of such a minor quality and 


quantity that in the interests of efficiency and 
economy the office could be abolished. Any such 
intention has been officially disclaimed by the 
department, who reply that the real safeguard, as 
between the taxpayer and the department, is the 
local bodies of Commissioners. In reply to this, 
however, it has been pointed out that the assessors 
and collectors are the officials of these unpaid 
bodies, and that without their assistance the 
Commissioners would be unable to obtain the 
guidance which they need, and the taxpayers’ interests 
would consequently suffer. We anticipate a lively 
discussion on this question when it next comes up 
in Parliament. 

Criticism has been aroused in Australia by the 
announcement of the Federal Treasurer that in 
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the Commonwealth Budget the Government will 
propose a levy of income tax on the investment 
income of life assurance companies at the rate now 
applicable to other companies. The investments 
of life assurance companies are at present free from 
Commonwealth income tax, and as they are large 
subscribers to Government loans and also assist in 
providing funds for municipal and other purposes, 
it is anticipated that the imposition of the tax will 
have the effect of raising the rate of interest at 
which these companies are prepared to lend money. 
The effect of the proposal, therefore, is not confined 
to the companies themselves. 


An important new feature in company law is 
embodied in sect. 18 of the Companies Act, 1928. 
Apart from special Acts of Parliament the power to 
redeem preference shares has not hitherto existed in 
this country, although it has been in force in 
America and Canada for some time past. Under 
the section referred to a company, if so authorised 
by its Articles, may issue redeemable preference 
shares with the limitation that they can only be 
redeemed out of profits, or out of the proceeds of a 
fresh issue of shares made for the purpose. The 
sum taken out of profits must be carried to a “‘ Capital 
Redemption Reserve Fund," and there is a further 
condition that every balance-sheet of a company 
which has issued redeemable preference shares must 
specify what part of the issued capital of the 
company consists of such shares, and the date when 
they are liable to be redeemed. As the Companies 
Act, 1928, is not yet in force, these provisions are 
not at present operative, but they will no doubt be 
taken advantage of in due course. One point which 
is not quite clear is whether existing preference 
shares can be brought within the section, the wording 
of which rather indicates that it applies to future 
issues only. 


Questions have frequently arisen as to what 
constitutes a sufficient acknowledgment to take 
a debt out of the operation of the Statute of 
Limitations. In this connection an important point 
was decided recently in the Chancery Division in the 
case of Viscount Burnham v. Atlantic and Pacific 
Fibre Importing and Manufacturing Company. The 
company issued debentures payable within two years 
from the date of issue, but no payment either 
of principal or interest was ever made. In the 
company’s balance-sheets year by year the amount 
due in respect of the debentures appeared as a 
liability. In an action brought by the debenture 
holders the company pleaded that the right to recover 
was statute barred as the debentures became payable 
more than 20 years ago, but on behalf of the 


debenture holders it was contended that the annual 
balance-sheets of the company constituted an acknow- 
ledgment of the debt. As recently as the year 1925 
the accounts showed not only the liability for the 
debentures themselves but also the amount of 
interest in arrear, and these accounts were signed 
by two directors and the secretary of the company. 
This was held to be a sufficient acknowledgment to 
comply with the statute, and the debenture holders 
accordingly succeeded in their claim. 


The Jersey States have at last instituted an 
Income Tax, but although the Act imposing it was 
passed some months ago no machinery has been 
brought into operation for collecting the tax. No 
office is in existence, and no staff has been appointed. 
{t appears that the Finance Committee of the 
States had selected from amongst a hundred 
applicants a suitable candidate for the office of 
Comptroller of Income Tax, but that this candidate 
after three days on the island declined the 
appointment when the recommendation of the 
Committee was about to be submitted for approval. 
The inhabitants of the Jersey States are thus still 
in the happy position of not having any Income Tax 
levied upon them. 


At the meeting of the British Association last 
month, Sir Josiah Stamp gave an address on 
‘The Influence of Money on Civilisation.” He said 
there were three distinct stages in the use of money. 
The first was the substitution of metallic money for 
barter. This provided a general store of purchasing 
power, and a measure of value roughly satisfactory 
for accuracy over the periods of time then actually 
involved. In the second stage considerable stores 
of capital became accumulated in expensive plant 
and consumable stocks, and credit money became an 
important factor. Credit had a reasonable elasticity 
and provided a convenient way of multiplying the 
volume of gold, but its imperfections as a measure 
of value were greater though not generally obvious. 


The third stage, which was now opening out before 
us, made an accurate and consistent measure of value 
more essential. The transactions stretched over 
long periods of time, such as a half century for War 
Loans, sixty years for the repayment of foreign 
debts, and long terms for the payment of reparations, 
and if the unit on which these were reckoned varied 
materially over the period, extraordinary results 
might ensue. With this in view, provision had been 
made for altering the annual money payment by 
Germany if the value of money in the terms of 
goods should change. The stability of the monetary 
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unit was, in fact, the primary or fundamental 
problem of this stage of civilisation. 


Still another decision has been registered on the 
meaning of the word “‘ Money”’ ina will. In the case 
of re Emerson; Morrill v. Nutty, Mr. Justice Tomlin 
said that ‘“‘money”’ primarily could include only 
cash and possibly money at call, but could not 
include investments or real estate. Its primary 
meaning might, however, be widened by its context. 
He accordingly held that the term ‘the residue of 
money at the time of my death’’ meant the personal 
property remaining after payment of funeral and 
testamentary expenses, debts and legacies. 


Priority of Preferential Payments. 


In re Lewis Merthyr Consolidated Collieries, Limited ; 
Lloyds Bank vy. the Company, heard in July last, 
Mr. Justice Tomlin decided an interesting point of 
practical importance with regard to the rights 
attaching to preferential debts under the Companies 
(Consolidation) Act, 1908, to payment in priority to 
the claims of debenture holders secured by a floating 
charge. He held that under sect. 107, which 
applies when the company is not in liquidation, 
preferential debts are entitled to priority of payment 
only out of assets subject to the floating charge, and 
not out of assets subject to a fixed charge where the 
debenture holders are secured by such a charge in 
addition to a floating charge. 


By a first debenture, issued in favour of the 
bank on January 18th, 1924, the company charyed 
with the payment of the moneys therein mentioned 
all its freehold, leasehold and copyhold property, 
present and future, its fixed capital, machinery and 
fixtures, and its goodwill, uncalled capital, under- 
taking and assets, present and future, such charge to 
constitute a continuing security ; and it was further 
provided that the charge should be a fixed first charge 
upon the company’s freeholds, leaseholds, copyholds, 
plant, machinery, fixtures, goodwill, and uncalled 
capital, and a floating charge upon the undertaking 
and assets. The company subsequently issued a 
series of second debentures, one of which (secured 
by a floating charge upon the company’s whole 
undertaking, property and assets, present and future, 
including uncalled capital for the time being) was 
held by the bank, but these debentures were subject 
to the priority of the above-mentioned first debenture 
and were not material to the point at issue. 


In February, 1928, the bank commenced a 


debenture holders’ action for (inter alia) a de- 
claration that each of the debentures held by the 


bank constituted a charge upon the whole of 
the company’s property and assets; and receivers 
were appointed on behalf of the bank and all other 
debenture holders. Claims were then made by 
the local authority for rates, and by certain of the 
company’s employees for compensation under the 
Workmen's Compensation Acts. 


Now, sect. 107 (1) of the Companies (Consolidation) 
Act, 1908, provides that where either a receiver is 
appointed on behalf of the holders of debentures 
secured by a floating charge, or possession of any 
property subject to such a charge has been taken 
by or on behalf of the debenture holders, then, if the 
company is not in course of being wound up, the debts 
which in every winding-up are under the provisions 
of Part LV of the Act relating to preferential payments 
(i.e., sect. 209, which includes claims for rates and 
workmen’s compensation) payable in priority to 
all other debts, shall be paid forthwith out of 
any assets coming to the hands of the receiver 
or other person taking possession as aforesaid in 
priority to any claim for principal or interest 
in respect of the debentures. In the present case 
the existence of the floating charge and the fact 
that the company was not in liquidation were 
sufficient to attract the application of sect. 107 in 
favour of the preferential claims above mentioned ; 
but, the first debenture held by the bank being 
secured by a fixed charge as well as by a floating 
charge, the question arose whether the right of those 
preferential claims under sect. 107 to payment in 
priority to the first debenture was limited to assets 
covered by the floating charge or extended also to 
assets covered by the fixedcharge. The determination 
of this cuestion depended upon the true construction 
of sect. 107, that is to say, upon whether the words 
‘‘any assets” in that section must be construed in 
their unrestricted sense as meaning ‘‘any assets 
whatever,’ and therefore including assets subject 
to the fixed charge as well as assets subject to the 
floating charge, or whether the words in question 
must be construed in the narrower sense as 
referring only to assets subject to the floating 
charge. 
for a declaration that the debts entitled to preferential 
payment under sect. 107 were payable only out of 
the assets comprised in the floating charge, and not 
out of those comprised in the fixed first charge, 
created by the first debenture. 


Mr. Justice Tomlin decided in favour of the bank, 
and made the declaration asked for. Taking the 
view that the wording of sect. 107, read by itself 
and without reference to anything else, did not 
attach to preferential debts any priority except as 
regards assets subject to a floating charge, his 
Lordship pointed ouj that this view appeared to 


Accordingly, the bank took out a summons | 
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be supported by the corresponding provision (which 
applies where the winding-up of the company has 
commenced) made by sect. 209 of the same Act. 
This section expressly provides that the preferential 
debts shall, so far as the company’s assets 
available for payment of general creditors are 
insufficient to meet them, have priority over the 
claims of debenture holders under any floating charge 


created by the company, and be paid accordingly | 


“out of any property comprised in or subject to 
that (i.e., the floating) charge.” 


Arrears of Cumulatibe Bibidends. 


them are entitled to the full amount of the dividend 
even though it be a fixed cumulative dividend, and 
even though its amount includes accumulated arrears. 
In this case a testator specifically bequeathed cumula- 
tive preference shares in a company to a son, and 
settled his residuary estate upon irust for all his 
children. At his death in 1905 the dividends on 
the shares were in arrear, and it was not until 1907 


that there were any profits available for dividend. 
In that year an interim dividend was declared 
sufficient in amount to satisfy all the arrears upon 
the preference shares. It was held that the dividend 
declared in 1907 must be treated as being in respect 
of that year only; that the Apportionment Act, 
1870, did not apply; and consequently that the 
whole of the dividend belonged to the son. In his 
judgment, Lord Justice Younger expressed the view 


Wueruer arrears of cumulative dividends are payable 
or not depends on the Articles. If there are no words 
to restrict the rights of preference shareholders to the 
current year, they are entitled to have deficiencies | 
of previous years made up subsequently. But if the 
words are: ‘‘ the profits of each year shall be applied, 
first, in paying a dividend on the preference shares ; 
secondly, the balance shall be applied in paying to 
the ordinary shareholders,” &c.; er “ the yearly 
profits shall be applied first in payment of the 
preference dividend, and, subject thereto, shall be 
distributed among the holders of ordinary shares,” 
the preference shares, if not paid in full in any year, 
will have no claim in subsequent years (Staples v. 
Eastman Company (1896), 2 Ch., 303). 


Where the Articles declare that, in a winding-up, 
the preference shareholders are to be paid arrears 
of the preference dividend there will be no such 
arrears if the preference dividend was payable out 
of the profits of each year, and there were no profits 
before the winding-up (re Espuela Land Company 
(1909), 2 Ch., 187). Mr. Justice Swinfen Eady 
held the same in the case of cumulative dividends 
(re Hall & Co. (1909), 1 Ch., 521), but Mr. Justice 
Neville, in a case where the value of the assets rose 
after the liquidation, disputed this proposition, and 
held that in the case before him there were profits, 
and the preference shareholders were entitled to 
arrears as from the date of issue to the commence- 
ment of the winding-up (re New Chinese Antimony 
Company (1916), 2 Ch., 115). Mr. Justice 
Lawrence, in re Springbok Agricultural Estates, 
(1920), 1 Ch., 563), held that although there were no 
profits, ‘arrears of dividend"’ meant the deficiency 
in the dividend of 10 per cent. per annum which the 
preference shareholders would have been entitled to 
receive if there had been profits. 


The principle established in ve Wakley (1920), 
2 Ch., 205), is that the persons who hold the shares 


in the year in which a dividend is declared upon 


that the principle that a cumulative dividend is one 
dividend and not a cumulation of several dividends, 
does not deprive the holders of shares issued on the 
earliest dates of their right to receive the whole fund 
available for dividends, but Mr. Justice Tomlin, in 
First Garden City v. Bonham-Carter (1928), 1 Ch., 
53), regarded this as obiter dicta. The Lord Justice 
said, in that case, that the shares were all of the 
same class although some of them, by reason of their 
earlier issue and payment up of capital, had a 
larger claim on the dividend fund than others. That, 
no doubt, was perfectly accurate, but in order to 
arrive at the conclusion that any of them were 
entitled to be paid first it was necessary to establish 
that their claim was not merely larger, but also that 
it had priority. He could find nothing in the 
language of the Memorandum or Articles in this 
case which gave what he might call the potential 
dividend of any year priority over the potential 
dividend of any succeeding year. He found nothing 
in the nature of a priority, and it seemed to him that 
prima facie there was no right to priority. The 
dividend was quite clearly a dividend for the current 
year, and it seemed consistent with the decision in 
re Wakley that he should hold that, in the absence 
of something which gave an express priority to 
one year over another, all the shares had to rank 
part passu in regard to their total claim in respect 
of all the years. 


In First Garden City v. Bonham Carter (supra), 
the memorandum provided for the payment on the 
ordinary shares of a cumulative dividend not exceed- 
ing 5 per cent. per annum, and for any balance of 
profits being applied for the benefit of the Garden 
City or its inhabitants. An Article provided that 
subject to the rights of holders of debentures and 
preference shares the net profits of the company, 
after providing for a reserve fund and for depreciation, 
‘shall be divided by way of dividend among the 
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members in proportion to the amount paid on the 
ordinary shares held by them respectively, but so 
that the dividends upon the ordinary shares for any 
year shall not exceed the aggregate rate of 5 per 
centum perannum. The surplus of the net profits 
after payment of such dividends and the amount 
necessary to make up dividends for past years at the 
rate of 5 per centum per annum shall be applied” 
for the benefit of the town or its inhabitants as 
therein mentioned. The company from time to time 
over a number of years issued ordinary shares. From 
1904 to 1917 no dividend was paid on the ordinary 
shares, and it was only since 1923 that a full 
dividend of 5 per cent. had been paid. There were 
now profits available for payment of arrears of 
dividend, after payment of the dividend for the 
current year, but not sufficient to pay the whole of 
the arrears. It was held that the fund available 
should be distributed rateably among the share- 
holders according to the respective amounts of the 
arrears of dividend payable on the shares held by 
them respectively. 


PUBLIC AND PRIVATE ACTS. 


Broadly, Acts of Parliament are of two classes, viz, public 
and private. It is not always easy to distinguish between the 
two classes from a consideration of the nature of their subject 
matter. Some Acts, indeed, partake of the nature of both; 
many Bills undergo change from public to private, or from 
private to public, during the course of their passage through 
Parliament to the statute book. Such Acts are often referred 
to as Hybrid Acts. In determining to which class a particular 
Act belongs regard must be had to its substance. Thus, in 
Shrewsbury vy. Scott (1859), Mr. Justice Cockburn referred to 
an Act under discussion before the Court as ‘this piece of 


for private purposes.” 


Again, in Sinnott v. Bowden (1912), it was held that 
sect. 83 of the Fires Prevention (Metropolis) Act, 1774, was 
not of local but of general application. 


In R. v. London County Council (1893), Lord Esher discussed 


the method of approach to the drawing of the distinction: 
‘*though the main object of the Acts may be of a public | 


nature there may be parts of them which are of a local and 
personal nature . . . considering the subject-matter of 
the Acts, that they deal with the building of 50 new churches 
in and about the Metropolis, and the adapting of these and 
other churches and chapels for the requirements of public 
service, and that they deal with the purchasing of houses for 
the habitation of the ministers and with matters that to my 
mind are clearly public objects, namely, the maintenance of 
Westminster Abbey and Greenwich Hospital, I can have no 
doubt but that, taking the Acts as a whole, they are of a 
public character. Taking their main object, it would appear 


to be for the welfare of the whole kingdom, and they cannot 
be said to be local and personal in their nature.” 


In so far as Acts are clearly distinguishable as public or 
private they differ: 
(a) In respect to their mode of introduction into Parliament; 
(6) In respect to the manner in which they are passed 
into law; 
(c) In respect to the appropriate House for their 
origination ; 
(d) In respect to the manner in which they operate. 


Taking these distinctions in order :— 

(a) A public Bill may be introduced either in the House 
of Lords or the House of Commons; and that, too, 
by any member of such House. A private Bill, on 
the other hand, comes before Parliament upon the 
petition of the parties interested in the measure. 

(b) The procedure according to which the Bill is laid 
before the Houses for discussion is different both in 
the broad aspects and in the details; and the 
readings differ. 

(c) Any Public Bill may be originated in either the House 
of Commons or the House of Lords, subject to the 
following practice :— 

(i) A Bill of supply, or one which deals with the 
imposition or appropriation of public charges 
originates in the House of Commons. 

(ii) A Bill which has for its object the restitution 
of honours or of blood originates in the House 
of Lords. 

(iii) Where a Bill deals with the constitution 
or privileges of one or other of the Houses of 
Parliament its origination is left, as a matter of 
courtesy between the Houses, to that House which 
is primarily concerned. 

(ad) The differences in the manner in which public and 
private Acts operate is apparent from the more 
detailed consideration of the types of subject-matter 
which are normally embodied in the one class or 
the other. 


I.—Pusuic Acts. 
A publie Act is one which is designed to carry out some 


in which th it hole h i " 
private legislation, or, to speak more accurately, of legislation tg sapealleP Sage Se ee ee eee 


It is generally recognisable as falling under one or more of the 
following headings :— 

1.—A measure affecting Crown property. Sach a 
measure cannot be introduced as a private one, since a 
private Bill originates, as has been seen, upon a petition 
presented by the party interested, and it is not possible 
for the Crown to be placed in the position of petitioning 
Parliament. 


2.—A measure introduced by the Government. 

3.—A measure which has for its object the alteration 
of the law of the realm. 

4.—A measure affecting the administration of justice. 

5.—A measure dealing with public finance. 

6.—A measure setting up local government authorities 
or dealing with their constitution. 


Hence it is that public Acts are also termed general Acts. 


Il.—Prrvate Acts. 
These Acts are also termed special Acts, because they 
directly affect special interests, and not the community as a 
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whole. They are of two types (i) local and personal, and 
(ii) private and personal. 


1. Local and Personal Acts.—These affect special localities 
and are procured by authorities or individuals for local 


purposes, i.¢., for purposes which affect limited, specified 


areas of territory. Familiar instances of such Acts procured 
by local authorities are Town Improvement Acts and Inclosure 
Acts, and of those procured by individuals, Acts authorising 
the levying of tolls. 


It is to be noted that such Acts often incorporate and adopt 
provisions of or from general Acts; moreover they are 
judicially noticed, with the result that they have all the 
operation of a public Act dealing witha similar matter. This 
is well illustrated in Aiton v. Stephen (1876). In that case, 
the Earl of Aberdeen, who was the heritable proprietor of the 
village of Boddam, had obtained in 1845 the passing of the 
Boddam Act dealing with a harbour in that area, and its 
control, which Lord Cairns described as ‘‘an Act which . . . 
assumed the shape of a private Bill, but which must be 
judicially noticed as a public Act, and must have all the 
operation of a public Act. In truth it is an Act of the most 
comprehensive kind, establishing a public harbour, authorising 
tolls to be taken, and containing every clause which would be 
enacted with reference to the largest harbour in the kingdom.” 


Acts coming under this head are also procured by corporations 
or trading companies, in cases where Parliamentary sanction 
is necessary for the carrying out of an undertaking, in that it 
is necessary to extend the application to a particular locality 
of the general law of the land, or to secure exemption from 
some of the provisions which would or might otherwise obtain. 
Very familiar instances of this type of Act are to be found in 
connection with the supply to particular localities of water, 
gas or electricity; the construction of roads, piers and 
harbours; the construction and control of railways and 
tramways. 


2. Private and Personal Acts.—These affect special 
individuals, and are usually concerned with naturalisation, 
estates, names, divorce and the like. In the case of an 
estates Bill, the necessity for the passing into law of 
the measure arises where it is shown to be expedient for 
Parliament to step in to control some settled estate, or to alter 
the provisions of a will (following as far as possible the 
indicated intentions of the testator), with a view to the 
effective administration of the estate; it may be that the 
instrument controlling the settlement or the testament 
prevents, otherwise, sound administration, or that resort to 
the Courts for the adjudication of the problems which have 
arisen would involve unduly costly litigation. 


The origination of private Acts by petition in the Houses of 
Parliament is a survival from and a reminder of the system 
of legislating which formerly and for a very long period in our 
history obtained in respect to all enactments, which invariably 
took the form in origination of a petition to the Crown. A 
general survival of this system is to be found in the formula 
still employed whereby the Royal Assent to a Parliamentary 
measure is signified in the words: ‘Le Roy le veult,” 
meaning: “His Majesty is pleased to grant it.’’ 


Society of Incorporated Accountants and 
Anditors. 


MEMBERSHIP. 


The following additions to the Membership of the Society 
have been completed since our last issue :— 


ASSOCIATES. 

Connerton, THomas Raymonp, Clerk to Carlill, Burkinshaw 
and Ferguson, 2, Parliament Street, Hull. 

Davipson, Rospert James, Clerk to James A. Jeffrey & Co., 
9, Golden Square, Aberdeen. 

Greenstreet, Cyrnit Frank, Clerk to D. Roth & E. G. Wolfe, 
6, Vigo Street, London, W.1. 

Harris, James Laurence, Clerk to Peat, Marwick, Mitchell 
and Co., Royal Exchange, Middlesbrough. 

Jonzs, Daviy Hopert, Clerk to Brinley, Bowen & Mills, 
22, Wind Street, Swansea. 

Morison, Arcurpaup Ian, Clerk to W. McIntosh Whyte & Co., 
Mansion House Chambers, 11, Queen Victoria Street, 
London, E.C.4. 

Paterson, James Hawruorne, Clerk to James Paterson, 
13, Hamilton Street, Greenock. 

Surrn, Strantey, Clerk to Holmes & Snowden, Hepworth’s 
Chambers, 148, Briggate, Leeds. 

Srocxi, Cuartes Josern, Clerk to R. T. Hodgson, 96, 
High Street, Stockton-on-Tees. 

Tompxinson, Joun Powrs, City Treasurer’s Department, Town 
Hall, Stoke-on-Trent. 


A WORD OF WARNING. 


The fresh burst of speculative activity on the Stock 
Exchange is being accompanied, as was to be expected, by a 
fresh outbreak of company-promoting activity. That is to 
say, many of the new issues now being arranged are of the 
speculative type, while only the minority consist of well- 
founded investments. The more general explanation given 
by stockbrokers of the public’s favour for speculative shares is 
the oppressiveness of taxation, for clients often excuse their 
unwonted demands for securities, or insecurities, of this class 
by stating that they are seeking income not in the form of 
dividends, but in capital appreciation, which is exempt from 
tax. This is not a very convincing reason for preferring a 
share which either gives little or no yield in dividends, to the 
more solid securities which promise an assured income, but 
the inverted pyramid of appreciation that has occurred in 
many industrial securities in the last year or two, based on 
the achievements of a few established companies, seems to 
speculators to afford ample justification for their preference 
—presumably because the pyramid has not yet lost its 
equilibrium.—From the City Notes in ‘The Times.” 


Mr. Alderman Potter, F.S.A.A., of the firms of Messrs. John 
Potter & Harrison, Incorporated Accountants, Blackpool, and 
Messrs. John Potter & Oldman, Incorporated Accountants, 
Fleetwood, has been unanimously invited to become the next 
Mayor of Blackpool, to which position he will be elected on 


November Ist next. 
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SUPER TAX AND SURTAX. 


The following Regulations, dated August 4th, 1928, have 
been made by the Commissioners of Inland Revenue under 
sects. 7 (8) and 220 (8) (a) of the Income Tax Act, 1918 
(8 & 9 Geo. V, c. 40), and sect. 42 (8) of the Finance Act, 1927. 


1.—Any notice which the Special Commissioners may 
serve upon any person under sub-sect. (2) of sect. 44 of 
the Finance Act, 1927, or under sub-sect. (2) of sect. 17 
of the Finance Act, 1928, shall be in such form as the 
Commissioners of Inland Revenue shall approve. [These 
sections refer to surtax and the right of the taxpayer to 
elect whether he will make his return of total income to the 
Special Commissioners.] 


2.--On the making of an assessment in respect of surtax 
by the Special Commissioners, they shall cause notice to be 
served on the person assessed of the amount of the assessment. 


3.—Any notice which the Special Commissioners may serve 
upon any person under sub-sects. (1) or (2) of sect. 33, or under 
sub-sect. (2) of sect. 44 of the Finance Act, 1927, or under sub- 
sect. (2) of sect. 17 of the Finance Act, 1928, and any notice 
required to be served upon any person under paragraph 2 of 
these Regulations may be sent by post by letter addressed 
to such person at his usual or last known place of abode. 


4.—Surtax sball be assessed and charged at the oflice of 
the Special Commissioners, London, and appeals shall be 
heard in London, Edinburgh and Belfast, and at such other 
towns as the Commissioners of Inland Revenue may direct. 


5.—A person aggrieved by an assessment to surtax made 
upon him shall at any time within 28 days from the date of 
the service of the notice of such assessment, or within such 
further time as the Special Commissioners shall allow, be 
entitled to give notice to the Special Commissioners of his 
intention to appeal to them against the assessment, and every 
such notice shall specify the grounds of appeal. 


6.--The surtax payable shall be remitted by the person 
assessed to the Accountant-General of Inland Revenue at his 
office, Somerset House, London, W.C.2. 


7.—Any notice of charge, notice of apportionment or other 
notice which the Special Commissioners are, by virtue of 
sect. 21 of the-Finance Act, 1922, or the First Schedule to 
that Act (as amended by sect. 31 and sect. 32 of the Finance 
Act, 1927), authorised or required to serve upon a company, 
may be sent by post by letter addressed to the secretary of 
such company at its registered office. 


8.—Any notice of charge or other notice which the Special 
Commissioners are, by virtue of sect. 21 of the Finance Act, 1922, 
or the First Schedule to that Act (as amended by sect. 31 and 
sect. 32 of the Finance Act, 1927), authorised or required to 
serve upon a member of a company or any person in whose 
name any shares of a company are registered may be sent by 
post by letter addressed to such member or person at his usual 
or last known place of abode. 


9.—Where the Special Commissioners under sub-sect. (2) of 
sect. 18 of the Finance Act, 1928, require a company to furnish 
further particulars, or where under sub-sect. (3) (a) of the said 
section they intimate to a company their intention to take 
further action as referred to in that sub-section, they shall 
notify such requirement or intention by notice in writing, and 
such notice may be sent by post by letter addressed to the 
secretary of such company at its registered office. 

10.—Any notice which the Special Commissioners are, by 
virtue of sub-sect. (5) of sect. 31 of the Finance Act, 1927, 
authorised to serve upon the liquidator of a company may be 


sent by post by letter addressed to such liquidator at his address 
for the purposes of the liquidation of the company, or at his 
usual or last known place of business or place of abode. 


11.—Where the Special Commissioners under sub-sect. (1) 
of sect. 22 of the Finance Act, 1922, require any individual to 
furnish to them such particulars as are referred to in that 
sub-section, or where, under paragraph 8 of the First Schedule 
to the Finance Act, 1922, they require any member of a 
company to make an amended statement of his total income, 
they shall notify the individual or member of such requirement 
by notice in writing, and such notice may be sent by post by 
letter @idressed to such individual or member at his usual 
or last known place of abode. 


12.—-Any notice authorised or required to be given by the 
Special Commissioners under any of the enactments herein- 
before mentioned or these Regulations, may be signed by their 
clerk or any person authorised by them in that behalf. 


13.--In these Regulations the expression “sent by post” 
means service by post as defined by sect. 26 of the Interpretation 
Act, 1889. 

14.—Paragiaphs 2, 3, 4, 5, 6 and 7 of the Regulations dated 
December 6th, 1922, made by the Commissioners of Inland 
Revenue under sects. 7 (8), 220 (8) (a) and 238 (a) of the Income 
Tax Act, 1918 (8 & 9 Geo. V, c. 40), are hereby revoked. 


By Order of the Commissioners of Inland Revenue, 
G. B. Canny, 
Secretary. 


Incorporated Accountants’ Students’ 
Society of London. 


Syllabus of Lectures and Discussions 
for the Autumn Session :— 


1928. 


Oct. 9th. Lecture, ‘*The Investigation of the Affairs of 
a Joint Stock Company,’’ by Mr. Frederick 
Davey, Incorporated Accountant. Chairman: 
Mr. W. Norman Bubb, President of the 
Society. (The President will be “At Home” 
to members from 4.45 to 6 p.m., immediately 
preceding the lecture.) 


Lecture, ‘‘ Some Views on Auditors’ Certificates,” 
by Mr. C. J. Mill, City Editor of The Times. 
Chairman: Sir James Martin, Incorporated 
Accountant. 


Lecture, ‘‘ The Accountant as an Administrator,” 
by Mr. T. Haworth, Incorporated Accountant. 
Chairman: Mr.C. A. Sales, LL.B., Incorporated 
Accountant. 


Lecture, ‘‘ The Auditor and the New Companies 
Legislation,” by Mr. R. R. Coomber, B.Sc. 
Econ.), Incorporated Accountant. Chairman: 

r. F. D. Morris, F.C.A. 


Lecture, ‘‘Security for the Worker,” by the 
Right Hon. C. A. McCurdy, P.C., K.C. 
Chairman: Mr. Henry Morgan, Vice-President 
of the Society of Incorporated Accountants and 
Auditors. 


Lecture, ‘“‘ The Law of Arbitrations and Awards,” 
by Mr. W. Summerfield, M.A., B.C.L., LL.B., 
Barrister-at-Law. Chairman: Mr. Clement C. 
Gatley, M.A., D.C.L., LL.D. 


Oct. 16th. 


Oct. 23rd. 


Nov. 14th. 


Nov. 20th. 


Nov. 27th. 


All the meetings are to be held at 6 p.m. at Cordwainers’ 
Hall, No. 7, Cannon Street, London, E.C.4. 
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Inbestigations in respect of Frand, 
and for Promotion and Purchase 
of a Business. 


By Mr. E. MILES TAYLOR, F.C.A., F.S.A.A. 


Art the outset, let me state that fraud, promotion and 
purchase are not intended to suggest the natural sequence 
of events, although this might possibly be the view of certain 
disillusioned members of the investing public. 

From time to time, members of our profession are called 
upon to investigate cases of suspected fraud in accounts, or 
to determine the extent of a discovered fraud, or, in very 
mach happier circumstances, to inquire into the past results 
of a (more or less) successful business with a view to its 
flotation as a public limited company. Again, the object of 
the inquiry may be to determine the value of a business as a 
going concern, for the purpose of absorption or acquisition. 
Naturally, the work on any such investigation being of a 
highly technical nature, and, casting as it does a great 
responsibility upon the accountant, it is not often that the 
junior members of the staff will be permitted to touch more 
than the fringe of the task. It must, of course, be remem- 
bered that in the case of the average audit, where there are 
no particular circumstances which give rise to suspicion, the 
auditor is entitled to rely upon the statements of responsible 
and trusted officials of a company, and may well be content 
to rely upon tests of regular transactions which are part of 
the daily routine of the business. Where, in the course of an 
audit, suspicion has in fact been aroused, it is the duty of 
the auditor to ‘‘ probe the matter to the bottom.”’ Where, 
however, fraud has been discovered, the investigation which 
you are instructed to carry out is a much more serious affair, 
and must extend to the complete sphere of activities of the 
official who is the culprit, and also to that of all others who 
may have entered into collusion with that individual. 

By way of contrast, where you are called upon to certify 
the results of past trading of a business, circumstances of 
fraud will but seldom arise, although you mast always be on 
the qui vive in regard to the ‘‘ upward trend of profits’’ which 
is the great desire of the optimistic company promoter. I will, 
however, return to this again. 


INVESTIGATIONS FOR Fravp. 


Do not assume that all such investigations are with the 
object of establishing the greatest measure of, say, defalcations 
or damage. You must bear in mind that you may be acting 
for Lloyd’s underwriters, or an insurance company, ¢.g., in 
respect of a claim under a fidelity policy, when the endeavour 
may be to minimise the amount of a claim put forward by a 
hopeful antagonist. 

In every case it is necessary to obtain clear and concise 
instructions from your client, which should preferably be in 
writing. Where the scope of the instructions is not sufficiently 
wide, so that during the course of the investigation you find 
that you are hampered by the limits set, it may be essential 
to report on the facts of the inquiry down to that point, and 
to procure further authority before proceeding. Then, if the 
matter is not to be developed, a final report can be prepared 
and presented, indicating, for example, that all work has been 
completed within the scope of the client’s requirements. 

Example 1.—The persons responsible for the physical 
stocktaking may have no interest in, or knowledge of, the 
financial records. Thus, goods awaiting delivery to customers 
at December 3lst may appear twice in the final accounts— 


(i) in the value of manufactured or finished goods, and (ii) as 
debtors through the entries passed through the sales day book. 
I have very frequently, it so happens—although my experience 
may be exceptional—found such duplication to exist. One 
may argue that the fraud, if fraud it be, could easily be 
discovered by checking the sales day book entries with the 
goods outward book and carriage accounts; in the examina- 
tion, I advise you to suggest that the fraud might be brought 
to light by testing such records, for an exhaustive scrutiny 
would be very costly in many cases, and may be entirely 
unwarranted. Where a works manager or other official is 
entitled to a bonus calculated by reference to net profits, the 
contingency is more apparent. However, there may be sound 
arguments for including such goods as sales, where it can be 
argued that the legal property in them has passed to the 
customer and they are being held for him at his risk, although, 
clearly, it would be more prudent to exclude them from sales 
and leave them in the inventory, at cost. In any event, cost 
and sales value cannot both appear. 

Example 2.—Forward-dated inward invoices present some 
difficulty. It may be contended that where they are omitted 
from both stock and creditors, the position is regularised. In 
some instances the legal property will have passed to the 
purchaser—you will notice that I attach great importance 
to this aspect—and some of the goods may in fact, have 
been sold. It is suggested that if the property has passed 
the gross purchases must be shown, closing stocks must 
be actual, and creditors outstanding must be the full figure, 
regardless of the due date of payment, since forward- 
dating is usually but a device to extend the real credit as 
compared with the nominal. An interesting question is— 
who would be liable for losses if the goods were destroyed 
by fire? 

Example 3.—Another system of certain manufacturers must 
be considered. The buying house may agree to order goods 
and to accept delivery at the convenience of the seller, ¢.g., on 
June 25th, where the buyer’s balance-sheet is to be prepared 
as at June 30th, although the goods are only intended for the 
‘‘autumn sales.” Now, the arrangement may be that such 
purchases are not to be forward dated, but are to be invoiced 
as July goods. In this event, the chief accountant of the 
buyer may be in complete ignorance of the transaction, and 
take no special steps to see that goods in the inventory have 
actually been passed through the purchase journal. If the 
goods received book were tested, such ‘“‘errors’’ might be 
located. Occasionally the omission to advise the accountant 
is less accidental. It will thus be appreciated that many 
frauds may be of a physical origin, whereas attention is apt 
to be confined to (a) defalcations; (b) ‘dummy ” workmen ; 
(c) teeming and lading, and the like. 


Example 4.—One rather neat example of fraud as affecting 
cash may be briefly referred to. On one audit I happened to 
challenge an 1.0.U. initialed by the managing director, and 
took the matter up with that gentleman—at least I assumed 
the initials to be his. To my surprise, he disclaimed any 
knowledge of the voucher. This supports the theory that no 
matter how highly-placed the official may be, unusual entries 
or items affecting him should be challenged. The motto of 
the cashier evidently was ‘‘ Hitch your voucher to a ‘star’.’’ 

There are other types of fraud which might be considered, 
but I have not now the time to deal with them in detail. 
They include :— 

(1) Duplicated issue of share capital, share certificates 
being issued several times in respect of the same holding. 

The matter is more simple than may be supposed, 
especially in the case of a company which pays no 
dividend during the vital period. 
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(2) Sales of scrap metal, the proceeds being regarded 
as ‘* perquisites”’ of the responsible official. The introduc- 
tion of a ‘‘scrap sales account” in the nominal ledger 
would direct some attention to the absence of credits, and 
the use of a ‘‘ scrap stock account” is always advisable 
to prevent sach incidents. 


INVESTIGATIONS FOR PromoTIoN PuRPOSEs. 


An investigating accountant often requires the advantage of 
a good digestion, since a preliminary feast is sometimes 
assumed to be an important practical preliminary to the task 
involved. Allow me to add at once that this is not the 
viewpoint of the accountant, as he realises the following 
morning. In fact, my experience is such that you must 
beware of excessive hospitality; somebody has to pay for it, 
and the intention thereof may be to bias your judgment if not 
to fog your perspective. 


One is prone to assume that a prudent financial policy of 
the company whose books you are investigating must lead to 
an understatement of profits. This is far from being the case. 


Example 1.—Over-depreciation in (say) 1921 will obviously 
diminish the closing book value of the plant, so that any 
depreciation calculated thereon for later years may be under- 
stated and the real profits for those later years be over-stated. 
Observe that depreciation should be regarded as a fact, at all 
events as affecting such an asset as plant, and the true 
efficiency profit is only ascertained after debiting the merited 
sum for use of the asset. A high nominal rate of depreciation 
is sometimes employed, on the declining residual value. If 
such rate is not justified, the charge in later years is consider- 
ably lower than the actual depreciation suffered, and profits 
for such years are thereby inflated. 


Example 2.—The certified profits may be far removed from, 
that is, far above, the net or distributable profits. This isa 
fact often overlooked by students. Thus, where (i) the book 
value of the assets to the new company is much greater than 
that of the old concern; (ii) directors’ fees differ appreciably ; 
(iii) contractual appropriations had to be made by the old 
company, ¢.g., transfers to a debenture redemption fund, or 
(iv) debenture interest will no longer be paid by the new 
company on its larger capitalisation, the promoter will 
naturally suggest to the accountants that the ‘‘ base line of 
profits’’ must exclude ail such non-continuing debits or 
allocations. The resultant figures may greatly increase the 
apparent scale of profit, and, in spite of proper qualifications 
in the certificate furnished and published, the prospective 
investor may easily be misled. 


Ezample 3.—Where the past profits of the business taken 
over include capital profits arising out of the sale of assets, it 
must be remembered that all income produced in earlier years 
by such assets must be excluded from the computation, as 
well as the profit on sale itself. On the other hand, such 
expenses as are fairly attributable to the earning of such 
income should also be eliminated, but not necessarily in 
proportion to the respective earnings from the retained and 
the ‘‘sold” assets respectively. In this connection fixed 
rent or directors’ fees should be considered. 


Example 4.—The sale of valuable patents or copyrights 
may produce large capital or non-recurring profits, but may 
render comparatively useless a costly and specialised plant or 
distributing organisation. 


Example 5.—Do not assume that all capital profits should 
be eliminated from the statement of profits. Where the 
company (a colonial railway company, for example) has a vast 
tract of undeveloped land, profitable sales may proceed for 


generations, and benefit the shareholders, although the 
transactions are, from a legal and possibly an income tax 
point of view, deemed to be of a capital nature. 


Kaxample 6.-—Losses or profits on exchange conversions are 
apt to be confusing. Thus, the exchange on X may have 
fluctuated violently in former years, but may now be stabilised. 
This may suggest that the book figures for exchange differences 
may be eliminated from a profits computation. This is, in 
my opinion, not so. The true profit for any accounting period 
is the accretion to net worth of assets, as established by the 
balance-sheet position. Assume there is a profit of £600 
from trading with or in France. Now, if the currency profits 
are converted at an arbitrary rate, there is bound to be a 
difference on exchange, debit or credit as the case may be. If 
the conversion profits are £540, the sum is £60; but the 
real profit is still the figure of £600, and, as such, would 
normally be taken into account. 


INVESTIGATIONS FOR PorcHasEe oF A Bustness. 

Some of the particular features which present themselves 
are :— 

(1) The fee which the client fixes or expects to pay. 

(2) The points which are to be reported upon. 

(3) Whether the books of the business have been 
properly written up, balanced and audited in the past. 

(4) The especial characteristics of the trade. For 
example, contrast a wholesale fish merchant whose stock 
is practically cleared daily, with a wholesale grocer who 
carries a wide range of products. 

(5) The personal nature of the business and the 
practicability of the effective transfer of the goodwill, as 
distinct from the nominal or legal conveyance. 

(6) The economic and/or political position of the trade 
or industry, ¢.g., as influenced by the introduction of 
stainless steel, or the ‘‘ safeguarding ’’ of an allied trade 
with its reaction on the trade concerned. 

Most clients, and some student accountants, are apt to forget 
such matters. 

In regard to the fee question, it is at times surprising that 
a client who proposes to invest thousands in a business will 
expect the accountant to investigate its possibilities for a 
corresponding number of pounds, and very often to complete 
the work in a corresponding number of hours! If this be the 
case, a little educational work is desirable. It is a very 
doubtful point as to whether the scope can be restricted by 
the fee—I prefer to leave it at that. 

As to the second matter, the points to be reported upon, 
although ‘‘ the auditor is not a valuer,” he is in practice often 
called upon to give an expert opinion. My personal view is 
that ‘‘ fair value to a going concern ’’ is in such cases a more 
representative basis for the valuation of stock in trade than 
the conventional basis of ‘‘ cost or lower market value.” The 
purchaser would, if starting up, have to pay the current price 
for goods of the condition and amount actually on hand, 
whether such value was less or greater than the cash cost. 

If the books have been properly kept and audited, the work 
of establishing facts will be greatly simplified. Itis, however, 
important to discuss at this stage what facts are material. 

Now, the value of a business as a going concern depends 
upon a continuity of net profits. The measure of prosperity 
in the past may be of no significance. Manufacturers of jet 


ornaments, gentlemen’s silk hats, lace curtains and anti- 
macassars, Chinese tile games, or old fashioned kitchen grates, 
may have a very profitable period while their products are in 
great demand, but fashions and habits change and a time of 


Consequently, one 


serious depression may follow the boom. 
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must be chary of assuming that a trend of rising profits is a 
satisfactory basis of valuing goodwill, in spite of the fact that 
a downward trend may constitute a danger signal. Ofcourse, 
the ideal time for promoting a business, from the view, i.c., 
of the promoter, is when profits have reachedethe peak. This 
has become very obvious in connection with cotton mill 
flotations of recent years; a heavy proportion of these have 
led to a speedy reorganisation and reduction of capital when 
the realities of the situation have had to be faced. 


VALUATION or A BusINess. 


There is one dependable method of valuing a business, viz, 
to arrive at the total of (i) net tangible assets, and (ii) goodwill. 
For sake of simplicity, I include under ‘ tangibles” such 
assets as (a) patents, (b) copyrights, or (c) a lease, although, 
scientifically, these types may not be so regarded. It must be 
observed, however, that patents, leases and the like, while 
they may have a realisable value apart from the business 
carried on with their aid, must normally be valued on an 
income-producing basis. 

Let us assume that a long lease, such as you find in the 
North rather than in the South of England, is valued at 
20 years purchase of its real annual value of £501 a year, 
i.e., £10,020. Now, the actual ground or chief rent paid may 
be only £1 per annum, which represents, also at 20 years 
purchase, £20, giving a net asset value of the lease of £10,000. 
So, if the net profits of the business consistently average 
£2,000 a year, it would be absurd to take the whole of these 
profits into account in arriving at the value of goodwill, for 
£500 per annum, representing the assumed income from the 
lease, separately valued, must first be deducted. The value 
of other income-producing assets must be determined before 
the balance of profits can be translated in terms of goodwill. 

As to the ‘‘tangible”’ assets of the kind above specified, the 
opinion of an independent valuer is at all times desirable. 
The accountant, on the other hand, is especially competent to 
form an opinion of the worth of the goodwill. Goodwill may 
be defined as ‘‘The capital value of an annuity of super- 
profits.” You can obtain a yield of (say) 43? per cent. per 
annum on gilt-edged investments, so that a return of (say) 
6 per cent. per annum may be regarded as a reasonable base- 
line as to what are super-profits. In a nutshell, I should place 
a limit value of ten years purchase of the super-profits. 


Example. 
Net worth of tangible assets employed .. £100,000 
Net profits average per annum .. -» 15,000 
Base-line, having regard to risk involved 6,000 (6%) 
Super-profits per annum .. . 9,000 
Capital value of goodwill, maximum .. 90,000 


It is sometimes contended that it does not matter what 
value is attached to the several assets or goodwill, so long as 
the purchaser is satisfied with the yield obtained from his 
total investment in the business. I will only say that I do 
not agree, for, to mention but one point, a lease may have a 
high severable value, i.c., apart from the business itself, but 
a little mismanagement of the trading operations may 
considerably reduce or entirely eliminate super-profits, and 
destroy goodwill as a true asset. 


On September 8th Mr. Chas. Victor Best, A.S.A.A., was 
married to Miss M. M. Stephens, A.S.A.A. Mr. Best is a 
partner in the firm of Messrs. Lawrence, Hann & Best, and 
Miss Stephens was one of the earliest women accountants, 
having been articled to her uncle, Mr. G. H. Lawrence, 
F.§8.A.A., immediately the Society of Incorporated Accountants 
and Auditors decided to admit women to membership. 


Ghanges and Removals. 


Mr. R. C. Biddle, Incorporated Accountant, announces that 
he is removing to 3, Cherry Street, Birmingham, and will 
practise under the style of Reginald C. Biddle & Co. 


Mr. Frederick Griffith, Incorporated Accountant, has removed 
to Westmoreland Chambers, 31, Stricklandgate, Kendal. 


Mr. Walter Heaton, Incorporated Accountant, and Mr. Sidney 
Wilson, Incorporated Accountant, have been taken into 
partnership by Messrs. Bottomley & Smith, Halifax Permanent 
Chambers, Cavendish Street, Keighley. 


Mr. Alfred Mart, Incorporated Accountant, announces that 
he has removed to Throgmorton House, 15, Copthall Avenue, 
London, E.C. 


Mr. F. J. Notley, Incorporated Accountant, has commenced 
public practice at 30, Stow Hill, Newport, Mon. 


The partnership hitherto existing between Mr. Leonard 
Parish, Incorporated Accountant, and Mr. J. W. H. Clarke, 
Incorporated Accountant, under the style of Parish & Clarke, 
has been dissolved. Mr. Leonard Parish will continue to 
practise under the style of Parish & Clarke at 3, Branch 
Road, Batley. 


Messrs. Pridie, Brewster & Co. and Messrs. Bromhead and 
Gold announce that their practices have been amalgamated. 
The style of the firm will be Pridie, Brewster & Gold, and the 
practice will be carried on at 133, Moorgate, London, E.C. 


Messrs. Reddish, Teverson & Co., Chartered Accountants, 
24, Market Place, Rugby, and elsewhere, advise that the 
partnership has been dissolved by mutual consent. Mr. Reddish 
has taken over the practices at Rugby, London and Tunbridge 
Wells, which will in future be conducted in the firm name 
of Reddish & Co. Mr. Teverson has taken over the existing 
practice at Coventry, and will practise there under the style 
of Teverson & Co. 


Mr. Thomas Roberts, Incorporated Accountant, has taken 
into partnership Mr. Ingram Legge, Chartered Accountant. 
The practice will be continued at 81, Dale Street, Liverpool, 
under the style of Roberts, Legge & Co. 


Messrs. W. H. Roberts & Co., Incorporated Accountants, 
have removed to 5, Hanover Square, London, W.1. 


Mr. A. E. Turner, Incorporated Accountant, has removed 
to 116a, Broad Street, Reading. 


Mr. C. J. Twist, Incorporated Accountant, has been 
admitted into partnership by Messrs. Latham & Taylor, 
Hepworth Chambers, 23, Market Place, Wigan. There will 
be no change in the style of the firm. 


Messrs. Whinney, Smith & Whinney, announce that they 
have opened an office at Prince’s Chambers, 26, Pall Mall, 
Manchester, where. their practice will be carried on in 
conjunction with that of Thomas Smethurst & Co. under the 
style or firm name of Whinney, Smethurst & Co. 


The Manchester High School of, Commerce has arranged 
a syllabus specially framed to meet the needs of Incorporated 
Accountants’ students. It covers all the subjects of the 
Intermediate and Final examinations at moderate fees. 
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Che Conbersion of a Business 
ints a Company. | 


A Lecrure delivered before the Notts., Leicester, Derby and 
Lincoln District Society of Incorporated Accountants by 


Mr. HERBERT W. JORDAN. 


Mr. Jorpan said: It is generally considered that the passing 
of the Companies Act, 1862, gave impetus to the formation of 
limited companies. That is true, but it should be remembered 
that a few limited companies had existed for some years prior 
to the passing of the Act, and that the principle of joint stock 
enterprise was by no means new. Long before the date of 
the Act bodies of persons associated for trading purposes 
could acquire corporate rights by Royal Charter, Act of 
Parliament, or (after 1844) by registration, but it was not 
until 1855 that provision was first made for registration with 
limited liability. The idea of trading as a company with 
limited liability was by no means favoured at the outset, and 
the number of companies registered between 1855 and 1862 
never exceeded a very modest figure. The following passage 
taken from the Law Times of March, 1858, expresses in 
vigorous language the aversion to the Act of 1855 felt at that 
time by the legal profession and also by the public generally :— 

‘When we styled the Limited Liability Act ‘ The 
Rogues’ Charter’ we certainly did not anticipate that it 
would so speedily approve its claim to the title. It is 
little more than two years old, and already what a mass 
of villainy has it engendered! Scarcely a week has 
elapsed in which we had not to record the revelation of 
some new rascality, perpetrated under the protection of a 
law which sets at defiance every rule of right and every 
principle of morality. It is the nature of such a law to 
corrupt all who come within its influence. It would 
appear as if the immunity it provides for dishonesty, by 
exempting men from liability to pay their debts and 
perform their contracts and make reparation for their 
wrongs, taints the moral character of those who adopt it; 
for as the ‘speculations’ which it prompted have 
exploded one after another, there has been laid bare such 
a series of rascalities on the part of their promoters, 
managers and directors, as were never before exhibited in 
the same space of time. The very name of limited 
liability company has become a byword for whatever is 
bad and base; men shrink from owning connection with 
a thing of such doubtful reputation; men who havea 
character will not hazard it by appearing as directors, 
and men who have money will not lose it by becoming 
shareholders. Limited liability has had a fair trial and 
has proved an egregious failure for all good purposes, and 
fertile only of ill. Bad as it was in theory, it has proved 
in practice to be worse, and the attention of the new 
President of the Board of Trade . . . . cannot be too 
soon directed to the propriety of repealing or materially 
modifying the law which disgraces the Statute book and 
dishonours the country—that law, we repeat it, which 
enacts that a man shall not be liable to pay his debts, 
perform his contracts, or make reparation for his wrongs.” 


This was after little more than two years’ experience of the 
working of the Act. In 1906—after 50 years’ experience—the 
Council of the Incorporated Law Society reported to the 
Company Law Amendment Committee, then sitting, as 
follows :— Y 

‘*The Council is much impressed by the fact that a 
very great and increasing number of enterprises are now 
carried on under the Companies Acts, with regard to 


which it is never intended to make any application to the 
public for capital, or at any rate in the initial stages of 
the undertakings. 

‘** The desirability and in many cases the necessity for 
forming suth companies, which are sometimes termed 
‘private limited companies’ or ‘private companies’ is 
constantly becoming more pressing, and anything that 
imposes an obstacle in the way of the formation of such 
companies, and enabling them to raise the capital they 
may require for the development of the enterprises and 
undertakings with which they are connected, is, the 
Council consider, undesirable. 

‘**In conclusion the Council desires to emphasise its 
appreciation of the advantages that the country derives 
from joint stock enterprise, and the Council 
believes that the object in view in any amendments to 
the Acts regulating joint stock companies, should be 
such as will facilitate their working, and so tend to 
promote, rather than to check, the flow of capital in 
such directions.’’ 


After twenty years further experience the Council of the 
Law Society, in a report to the Company Law Amendment 
Committee, whose Report has been recently issued, expressed 
the opinion that * nearly the whole of the business which is 
done by limited companies is transacted by directors and 
managers who are honest and do their best in the interests of 
their constituents,’’ and (in another part of the Report) that 
‘‘in the case of all but a very minute fraction both in number 
and value companies carry on their businesses honestly, 
and their accounts are efficiently audited.” 


There is not time for me to relate the history of joint stock 
companies, but I may remark in passing that although the 
limited company was unknown to the law until modern times, 
it nevertheless was not unknown—not in a legal sense, it must 
be admitted—in a remote age. Is it not onrecord that Noah 
floated a limited company in the early history of the Jewish 
race? That the flotation should have been successful at a 
time of general liquidation surely entitles him to be regarded 
not merely as the first and most notable company promoter 
but as the greatest for all time. 


During the long period of years since 1862 in which the 
Companies Acts have been in operation, various amending 
Acts have been passed, generally as a result of the findings of 
committees appointed from time to time to consider the law. 
These Acts were consolidated twenty years ago in the 
Companies (Consolidation) Act, 1908. That remains the 
principal Act, but other Acts have been passed, and the Acts 
now governing companies are the Companies Acts, 1908 to 
1917. But the law is not yet perfect, and further amendments 
may be expected as a result of the Report of the Committee 
which sat last year. 

My observations so far have been made in respect of 
companies generally. This evening, however, I purpose 
speaking on private companies, and more particularly on the 
formation of a private company to take over an existing 
business, a practice generally spoken of as the ‘‘ conversion of 
a business into a company.” 

The practice is, as you are well aware, well established. 
Of course, the expression is not an accurate one, as it is not 
the business but the ownership which undergoes a change. 
The proprietor of the business sells it for shares or debentures 
of a company which has been or will be formed to acquire 
from him the business, and even though the proprietor 
(during the process described as the ‘‘ vendor’’) may as a 
result of the conversion hold almost all the shares, it must be 
remembered that the company is a separate entity. 
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Until 1870 the companies formed were rarely of a family, 
or private, character, for the purpose underlying the registra- 
tions was usually the obtaining of capital from the investing 
public. From that time onward, however, registration of 
companies of that character gradually increased, and by 1874 
scarcely a week passed without some private business being 
converted into a company. In the course of time the progress 
became more marked, and the registration of companies of 
a private character outnumbered those appealing to the public 
for capital. No distinction between the two classes was 
recognised by the Legislature, however, although for a number 
of years companies having a small membership were popularly 
described as ‘‘ private companies,’’ especially where the bulk 
of the shares was held by members of a particular family. No 
statutory recognition of such companies was accorded until 
1907, when a Companies Act was passed under which a 
company adopting in its Articles provisions prescribed by the 
Act became a ‘‘ private company,’’ and as such entitled to 
certain privileges. The provisions of the 1907 Act have been 
embodied in the Com anies (Consolidation) Act, 1908, and 
amended by the Companies Act, 1913, in detail, into which 
I need not enter, and the description of a private company 
now is a company which, by its Articles— 

(a) Restricts the right to transfer its shares ; 

(b) Limits the number of its members (exclusive of persons 
who are in the employment of the company and 
of persons who, having been formerly in the 
employment of the company, were while in such 
employment and have continued after the determina- 
tion of such employment to be members of the 
company) to fifty; and 

(c) Prohibits any invitation to the public to subscribe for 
any shares or debentures of the company. 

The condition as to the restriction of the right to transfer 
shares is easily complied with, as almost any restriction will 
suffice, provided, of course, that it is not a merely colourable 
one and unreal, and provided that it applies to the whole 
of the shares. The restriction need not be specific, and 
a general authority conferred on the directors to decline to 
register any transfer of which they do not approve suffices. 

Private companies rarely have a membership approaching 
the maximum of 50 persons, apart from employees and 
ex-employees. It will be observed that there is no limit to 
the number of employee shareholders, and that such persons 
are not required to part with their shares on their ceasing to 
be employed by the company. The provision enabling persons 
to retain their holdings after the determination of their 
employment was made by the Companies Act, 1913, for the 
relief of companies which had not bound their employees to 
transfer their shares on leaving the company’s service. 

Although in accordance with its constitution the offer to 
the public of shares or debentures is forbidden, a private 
company is not prevented from inviting its members and 
debenture holders to take up further shares or debentures, 
The invitation may be made by word of mouth or by means 
of a circular or notice delivered by hand or through the post. 
There is no objection to any such circular or notice setting 
out all the particulars required to be disclosed in a prospectus 
(which expression means “‘ any prospectus, notice, circular, 
advertisement, or other invitation offering to the public for 
subscription or purchase any shares or debentures of a 
company”) being sent by a private company to its members 
or debenture holders, and filing with the Registrar is 
unnecessary. 

At the commencement of this year the number of private 
companies registered in England in existence was approxi- 
mately 84,000, and the number of public companies (excluding 


companies without share capital, which are only technically 
public companies) was approximately 9,600. In 1926 there 
were registered in England 7,797 comphknies, whereof 
502 were public companies with an aggregate nominal 
capital of £144,960,144, and 7,295 were private companies 
with an aggregate nominal capital of £58,538,270, from 
which it will thus be seen that for every public company 
now registered there are more than fourteen private companies 
registered. The comparison would be truer if the guarantee 
and unlimited companies without capital registered during 
the year, numbering more than 100, were ignored, such 
companies being only technically public companies, when new 
private companies would be seen to outnumber new public 
companies by more than 18 to 1. 

During the last few years the aggregate nominal capital of 
private companies registered annually has exceeded that of 
public companies. During 1926, however, that of public 
companies has been greatly in excess of that of private 
companies, but this is principally due to the incorporation 
of Imperial Chemical Industries, Limited, with a nominal 
capital of £65,000,000. 

The framers of the 1862 Act had in view only the formation 
of companies of a public character. When, however, it was 
realised that firms and individuals could avail themselves of 
the advantages to be derived from registration, and it became 
the practice to convert businesses into companies of a private 
character, the public regarded such companies with disfavour, 
suspecting that the firms or individuals in question were 
nearing the end of their financial resources, and only effected 
the conversions with a view to avoiding bankruptcy. In some 
instances that was undoubtedly the case, for in the sixties and 
seventies registrations were effected asa rule solely for the 
sake of the protection afforded. That the advantages, apart 
from the limitation of liability, are substantial was realised 
only generally in the course of time. 


ADVANTAGES OF REGISTRATION. 

The conversion of a business into a company, for instance, 
(a) provides facilities for obtaining additional capital and 
borrowing money; (b) renders practicable amalgamations or 
the establishment of reciprocal interests with other bodies 
which otherwise could not be effected; (c) enables employees, 
with adequate safeguards, to be afforded an opportunity of 
acquiring interests in the business; (d) allows of the 
disposal of interests in the undertaking to relatives or friends 
of the former owner during his lifetime, which could not have 
been effected before the conversion; and (e) avoids the 
financial difficulties frequently attendant on the death of 
the owner of a business or a partner in a firm. 


The advantages indicated in (d) and (e) operate in favour 
of an owner of a business who wishes to reduce his active 
participation in the management thereof, and by its con- 
version he is able to achieve this end without fear of the 
risks which might otherwise attend or wait upon retirement. 
This is probably responsible for many registrations. 


The propriety of the practice of converting businesses into 
private companies was recognised by the Company Law 
Amendment Committee, appointed in 1894, as will be seen 
from the following extract from its Report that— 

‘* There is an obvious convenience which is largely felt 
in enabling capitalists who are retiring from business to 
leave their money in it and retain the status of partners 
without incurring unlimited liability, and it is also 
convenient for persons whose property is invested in a 
prosperous business to provide for their families, by way 
of settlement or testamentary disposition, by means of 
shares in the business without liability, This is a 
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legitimate use of the principle of association with limited 
liability, and the machinery of the Companies Acts has 
been used for this purpose.’’ 

A further Company Law Amendment Committee, appointed 
in 1918, stated in its Report that— 

‘*The figures show, and the evidence before us has 
shown, that the private company has meta want... . 
The private company might no doubt be used for pur- 
poses of fraud, but there is no evidence before us that it 
is so used. It has been on its trial for about ten years. 
We think it has, up to the present, justified its existence, 
and should be left undisturbed.” 

Several other authoritative opinions to the same effect 
might be quoted, but they may be passed over as it is unlikely 
that the prejudice against the private company which was 
general thirty and more years ago, though not yet wholly 
dispelled, exists in the mind of any person here to-night. 

Any business, however large or small, can be converted 
into a company. There are many private companies in 
existence with capitals of a million pounds and upwards—two 
at least of them having capitals of five millions—but the bulk 
are registered with capitals of modest dimensions. Last year 
the average capital of the private companies registered was 
£8,024, but the respective capitals ranged from several 
million pounds down to £1, whilst in the previous year there 
was registered a private company with a capital of one- 
halfpenny, divided into two shares of a farthing each ! 

Registrations are almost invariably embarked upon only 
after serious consideration on the part of the interested parties, 
and the businesses proposed to be carried on by private 
companies, though they embrace every conceivable industry, 
are usually of a commercial and prosaic nature. Somewhat 
curious registrations, although by no means common, occur 
at times, however. 

A company has been formed, for instance, to acquire a 
single taxicab, the shares of which were held by two persons 
only, the owner of the vehicle and his son. The father was 
appointed governing director and his son managing director, 
the latter individual being the driver. The managing director 
handed over all his takings (less 25 per cent. commission, 
extras, and tips), and these, after the deduction of working 
expenses and an adequate sum for depreciation and the setting 
aside of a small sum to reserve, were to be distributed as 
dividends. Other examples were afforded during the past 
year by the registration of a company under the title of 
** Dogs’ Baths and Requisites, Limited,” to conduct hair- 
dressing saloons, baths, and toilet rooms for dogs and other 
animals, and a film company to organise an expedition to 
Tobago Bay for a ‘‘ Robinson Crusoe” film. 

Now let me deal with an ordinary kind of conversion, and 
discuss the more important points that are likely to arise. 
* Let us take for the purpose of illustration the case of a fairly 
prosperous business man whose family consists of a wife, one 
son, and two daughters. He wishes, we will assume, to 
provide a fixed income for his wife in the event of her 
surviving him, and also to make provision for his daughters 
after the death of their parents, his intention being that the 
control of the business should eventually vest in his son. 

These wishes can be carried into effect without difficulty if 
the proprietor ‘‘converts his business into a company ’’—-to 
use the convenient and well understood, although inaccurate, 
expression. A private company will be formed and the business 
will be transferred to it by the proprietor in consideration of 
the issue to him or his nominees of a number of fully-paid 
shares, and, it may be, debentures also. 

Thus the company would take the place of the former 
proprietor on the business being vested in it, and the former 


proprietor (and any nominees) would become, instead, a 
holder of shares of the new company, and possibly also a 
debenture holder. 

ImporTaNcE oF NAMEs. 

In the majority of cases of conversion it is desirable, for 
obvious reasons, to perpetuate the name under which the 
business has hitherto been carried on, and frequently no 
addition to the name is necessary beyond that of the word 
‘**Limited.” But a company may not be registered under the 
name of ene already registered or so nearly resembling that 
name as to be calculated to deceive, except where the existing 
company is in the course of being dissolved and signifies its 
consent in the manner required by the Registrar. In such a 
case the consent of the liquidator on the prescribed form, 
impressed with a fee stamp of 5s., must be filed with the 
Registrar before the new company can be registered. It will 
be readily understood that there are numbers of trading styles 
which have already been adopted by companies and are, 
accordingly, not available. For example, one would expect 
such a name as ‘‘Smith & Sons, Limited,” to be already 
taken, although there is always a possibility that a name on 
the indexes at the Companies Registry which stands in the 
way is that of a company that has been wound up, and is thus 
set free for adoption by another company. It is in every case 
advisable to have the proposed name submitted to the Registrar 
in order to ascertain whether there is any objection to it. 
Where there is a similar name on the register the difficulty 
can usually be obviated by adding to the proposed name the 
Christian name or initial of the proprietor of the business, or 
the name of the town in which the business is carried on, or 
a description of the business. Thus ‘‘ Smith & Sons, Limited,” 
might be acceptable if altered to ‘‘ Reginald Smith & Sons, 
Limited,”’ ‘‘R. Smith & Sons, Limited,’ “ Smith & Sons 
(Timbuctoo), Limited,’ ‘‘Smith & Sons (Rag and Bone 
Merchants), Limited.’’ ‘ 

Occasionally companies are registered with names which 
by being humorous, or otherwise out of the ordinary, are 
calculated to arrest attention. ‘‘ Santa Claus, Limited,’’ for 
example, was registered as a private company in 1911, and 
‘*Father Christmas, Limited,’’ in 1921. The youngsters 
would regret to hear that these have gone over to the majority. 
‘* Made in England, Limited,” another private company, you 
will be glad to hear is still alive. ‘‘ Tommy Atkins, Limited,” 
registered in September, 1914, has disappeared from the 
register, but only to reappear under another name. A month 
or two ago the names ‘‘ Mustard Club, Limited,’’ and ‘* Hot 
Dogs, Limited,” were added to the register. According to its 
Memorandum of Association the former company was formed 
to carry on a social club, and obviously therefore it is not the 
Mustard Club; the latter company was formed for the purpose 
of manufacturing and selling hot a sausage preparation! 
Other curious titles are :— 

Stop, Look, Listen, Limited. 

International Association of Beauty Queens, Limited. 
Uncles, Limited. 

Universal Aunts, Limited. 

Dodgem, Limited. 

Toe Puffs, Limited. 

Meals by Motor, Limited. 

Mrs. Brown’s Little Tea Shop Lunches Too Limited. 
Armada Galleon Salvage Company, Limited. 

Razzle Dazzle, Limited. 

Unlimited Titles, Limited. 

Unlimited, Limited. 

Unlimited Fun, Limited. 

Before forming the company the proprietor of the business 
will consider carefully what the amount of the consideration 


for the transfer of the undertaking should be, the form in 
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which it should be satisfied, and how the amount should be 
apportioned between himself and his nominees if he should 
not propose to hold all the shares himself. 

Let us assume that the business is a progressive one, and 
as a going concern is worth £10,000; that the net profits 
(after deduction of drawings, which the proprietor would 
continue to take in return for his services to the company) 
during recent years have averaged £950 per annum; that 
the proprietor desires that his widow (assuming that his wife 
survives him) shall have a secure income of £500, and that 
on her death the capital from which such income is derived 
shall be equally divided between his daughters. In such 
circumstances the company might be formed with a nominal 
capital of £10,000, or a somewhat higher figure, and the 
business be transferred to the company in consideration of the 
allotment of 5,000 ordinary shares and 5,000 preference 
shares, the latter shares carrying the right to a 10 per cent. 
cumulative preferential dividend. In that case, if the profit 
of £950 per annum were maintained, the holders of the 
preference shares would receive £500 in the shape of dividends, 
and the balance (less any sum that might be placed to reserve) 
would be distributed as dividends on the ordinary shares. 
On the other hand, if the profits should fall to a considerable 
extent, and the company get into arrear with its dividends on 
the preference shares, the arrears would have to be made 
good before any dividends were paid on the ordinary shares. 
In the event of the company being wound up (in consequence, 
it may be, of the undertaking having been sold for cash, or of 
the company getting into financial difficulty) and any surplus 
remaining after satisfaction of the claims of the creditors, the 
preference shareholders would be entitled to a return of the 
whole of their capital and any arrears of dividend before 
any sum is paid to the ordinary shareholders (assuming that 
the Articles so provide). 


Votine anp Conrro.. 


It would probably be desirable to allow votes to be given in 
respect of preference shares only in cases where any resolution 
affecting their rights or for the winding-up of the company is 
submitted at a general meeting. If such a restriction is not 
imposed, but it is not desired that the holders of preference 
shares should have equal voting rights with the holders of 
ordinary shares, it might be well either to attach one vote to, 
say, every ten preference shares (giving one vote in respect of 


.each ordinary share), or to deprive preference shareholders 


altogetiner of the right to vote. 

In similar cases it is usual for the proprietor of the business 
(whom we will now speak of as ‘‘ the vendor’’) to take in his 
own name all, or almost all, the shares issued by the company 
in consideration of the transfer of the business. The vendor 
may then, by his will, vest the preference shares in trustees 
upon trust to pay the dividends thereon to his widow during 
her lifetime, and, on her decease, to divide the shares equally 
between the two daughters. The ordinary shares would 
probably be bequeathed to the son, as the rate of dividend 
thereon would depend in the main upon the attention given to 
the business by him and the ability and judgment he exercises. 

As a rule the vendor desires to have as much control over 
the affairs of the company as he exercised over the business 
while it was owned by him. In such cases the requisite 
powers may be taken in the Articles of Association, which 
may appoint the vendor managing director and chairman of 
the board of directors with power to appoint and remove other 
directors at will, and also determine his remuneration and 
theirs. The Articles of Association might also confer on him 
the right to a casting vote at board and general meetings, and 
even give him two or more votes as against one vote for each 
of the other directors, or provide that no resolution shall be 


effective unless he concurs therein. But it must not be over- 
looked that Articles are capable of alteration by special 
resolution, so that his position will not be secure unless he 
has control of more than one-fourth of the votes, thus making 
it impossible for the supporters of any proposed alteration to 
secure the requisite three-fourths majority at the first meeting 
without his concurrence. If he should deem some safeguard 
advisable he would be well advised to enter into a formal 
agreement with the company to serve it on such terms as he 
may think fit. 

If, however, the vendor should hold shares conferring on 
him not less than three-fourths of the total voting power, he 
will have practical control over the company’s affairs, as he 
will be in a position not merely to carry an ordinary resolution 
(requiring a bare majority of votes) but also any special 
resolution (requiring a majority of three-fourths of the votes), 
and thus to alter the Articles of Association at any time if he 
should so desire. Even though he were not the holder of the 
bulk of the shares he could nevertheless have an over- 
whelming proportion of the votes if he were to take part of 
the consideration for the transfer of his business in shares 
carrying special voting rights. Instead of taking 5,000 
ordinary shares, for example, he might take 2,500 ordinary 
and 2,500 deferred shares, each of the latter carrying the 
right to, say, ten votes on a poll as against the one vote 
attached to each ordinary share (and possibly also each 
preference share). As an alternative, the deferred shares 
might be of the denomination of 1s., 1d., or even }d., and 
the right to one vote could be attached to each share 
irrespective of its nominal value. 

No legitimate exception could be taken to the device of 
splitting up part of the capital (or the entire capital) into 
shares of a very small nominal value, although it would excite 
a certain amountof curiosity. Instances of the kind, although 
rare, are not so uncommon as might be supposed. In 1920, 
for instance, a grocery company was registered with a capital 
of £11,103 15s. divided into 10,600 ordinary and 500 “B”’ 
shares of £1 each, and 900 employees’ shares of 1d. each ; 
and another company was registered with a capital of 
£468 15s. divided into 112,500 shares of 1d. each, its 
principal object, according to its Memorandum, being to carty 
on the business of bankers. An hotel company has been 
registered with a capital of £72 18s. 4d., divided into 2,500 
‘“*A”’ shares of 1d., and 125 ‘‘B”’ shares of 10s. In 1891, 
a gold mining company (The Ancient Goldfields of Africa, 
Limited), was registered with a nominal capital of £10,000, 
divided into 9,600,000 shares of a farthing each. You may 
be interested to learn the amount of subscribed capital: it 
was 1§d. Recently a public company was registered with a 
capital divided into 10,666,720 shares of 9d. each. 

On a show of hands, which is the method by which a 
decision is first arrived at, each person voting has one vote, 
so that unless a poll is taken the vote of the largest share- 
holder counts for no more than that of the smallest. It is 
therefore essential that the former owner of the business 
should be able to demand a poll, and, accordingly, the Articles 
should give the right to one member to demand a poll (not 
to three members, as in Table A). 


Fees anp Durtizs. 

On the registration of a company, duty at the rate of £1 for 
every £100 of the nominal capital will be required, and a fee 
stamp ranging from £2 (where the capital is £2,000 or less) 
to a maximum of £50 (where the capital is £525,000 or more) 
is also payable. In addition, certain deed and fee stamps, 
together amounting to £2, must in every instance be impressed 
on the Memorandum and Articles of Association and the forms 
filed therewith. Ona nominal capital of £10,000, the figure 
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suggested in our hypothetical case, £108 5s. would be payable, 
being capital duty of £100, fee stamp £6 5s., and deed and 
fee stamps £2. But if the company were registered with a 
nominal] capital of £5,000, and debentures were issued instead 
of preference shares, the total payments would be only 
£64 5s., being £57 at the time of incorporation, £6 5s. on the 
issue of the debentures, and £1 on registration of the latter. 


Duties will also be payable on the Agreement transferring 


the business to the company, which will have to be filed with 
the Registrar of Companies. This document will have to be 
stamped with ad valorem duty of £1 per cent. on the amount | 
of the consideration, less the value of the stock-in-trade, | 
goods, wares, and merchandise, cash in hand and at bank 
(on current account), and possibly other items. This duty is | 
quite distinct from company duties and fees, and has to be | 
paid on any transfer of property of the nature indicated. | 
For the purpose of stamp duty the liabilities of the vendor, | 
if undertaken by the company, must be reckoned as part of 
the consideration. If, in our hypothetical case, the liabilities 
amounted to £750, the stamp officials would regard the 
consideration as £10,750, and require duty on that sum either 
on the agreement or any conveyance or assignment, less the 
value of the stock-in-trade, &c. If, say, £6,050 were attributed 
to these items, duty would be payable on the balance of 
£4,700, the amount thus being £47. A deed stamp of 10s. 
would also be required, and, on registration, a fee stamp of 
5s. would be payable. 


The liabilities cannot be set off against an equivalent 
amount of book debts, but some duty may be avoided by 
excluding from the sale the book debts (or a portion thereof), 
leaving the vendor to collect them and to discharge the 
liabilities, or the company may undertake to do so on his 
behalf, accounting to him for all receipts and payments. 


The Agreement, together with a return of allotments, must 
be filed with the Registrar of Companies within a month of 
the allotment of the shares to which it relates. 

The other documents requiring to be filed from time to 
time are principally: a return of capital and members each 
year, copy of the register of directors (when a change takes 
place), special and extraordinary resolutions, and particulars 
of any mortgages, debentures or other charges that may 
be created. 

A register of members, minute book and common seal must 
be kept in addition to the ordinary books of account. The 
entering up of the statutory books is a duty falling to the 
secretary and rarely occasions any difficulty in the case of 
@ private company. 


The Incorporated Accountants’ Golfing Society. 
AnnuaL GENERAL MEeTING. 


The annual general meeting of the Incorporated Accountants’ 
Golfing Society was held in the Council Chamber at 50, Gresham 


Street, London, E.C.2, on September 21st, with the Captain, | 


Mr. William McIntosh Whyte, F.S.A.A., 
ported by Mr. Thomas Keens, Mr. G. Stanhope Pitt, Mr. A. T. 
Keens and Mr. J. R. W. Alexander, amongst others. 

The accounts for the year ending August 3lst, 1928, were 
passed. Mr. William McIntosh White was re-elected Captain, 
Mr. A. R. King Farlow, Mr. Thomas Keens, Mr. F. W. Ewart 
Morgan and Mr. G. Stanhope Pitt were re-elected to the 
Committee, and Mr. A. T. Keens and Mr. J. R. W. Alexander 
were re-elected Joint Hon. Secretaries. 

There are a few vacancies for membership, which is o 
to Incorporated Accountants. Student members of Branches 


and District Societies, who are interested in the suggestion 
which has been made to extend membership to them, should 
communicate with the Joint Honorary Secretaries at 50, 


in the chair, sup- | 


Gresham Street, London, E.C.2. 


BANKRUPTCY, ENGLAND. 


The following Order as to Bankruptcy Fees has been 
issued under date August 30th, 1928:— 


I, Douglas McGarel Lord Hailsham, Lord High Chancellor 
of Great Britain, by virtue of sect. 133 of the Bankruptcy 
Act, 1914, and all other powers enabling me in this behalf, 
do hereby, with the sanction of the Lord Commissioners of 
His Majesty’s Treasury, order as follows :— 


1.—Table C of the Bankruptcy Fees Order, 1920, shall be 
revoked and the table in the Schedule to this Order shall 


| be substituted therefor. 


2.—This Order may be cited as the Bankruptcy Fees Order, 
1928, and shall come into operation on October Ist, 1928, 
and the Bankruptcy Fees Order, 1920, as amended by the 
Bankruptcy Fees Order, 1923, and the Bankruptcy Fees 
(Amendment) Order, 1923, shall have effect as further 
amended by this Order. 


SCHEDULE. 


Tasre C. 
Fees taken in Cash. 
1.—(i) For serving a bankruptcy notice, bankruptcy 
petition, or subpoena, or an order not service- 
able by post , ° 

(ii) For serving an order serviceable by post 
Note.—These fees include the making of 
the affidavit of service, but not the payment 

or stamp duty for the oath. 


om 


2.—For executing a search warrant, or a warrant of 
seizure, apprehension, or committal, or an order 
of commitment -- O15 


3.—(i) For keeping possession under a warrant, for 
each day the man is actually in possession 0 10 
(ii) For an affidavit of possession ee actually 
kept, if required oe ; . a O 2.4 
Nors. —This fee does not ‘idiots the pay- 
ment or stamp duty for the oath. 


4.—Where a bankruptcy officer of the Supreme Court 
or a bailiff of a County Court is required to 
travel to the place of possession, or to serve 
or execute a process mentioned in Fee No. 1 or 
Fee No. 2 or for any other purpose specially 
directed by the Court-- 
(i) For his travelling, the amount actually and 
reasonably expended in travelling. 
(ii) For his time, where distance exceeds 10 
miles, per day o os -- 012 
(iii) For his expenses— 
(a) When absent for not lessthan10hours 0 2 
(b) When absent for a night ~0 7 
Notr.—Fee No. 4 (iii) (b) covers a period of 
24 hours, and Fee No. 4 (iii) (a) is not payable 
in respect of time included in a period in 
respect of which Fee No. 4 (iii) (b) is payable. 


aon 


5.—Where a registrar or high bailiff is required to 
perform any duties away from his office— 
(i) For his travelling, the amount actually and 
reasonably expended in travelling. 
(ii) For his time, per day ee 
(iii) For his expenses— 
(a) When absent for notlessthan10hours 0 8 
(b) When absent for a night « 2-§ 
Nore.—Fee No. 5 (iii) (b) covers a period of 
24 hours, and Fee No. 5 (iii) (a) is not payable 
in respect of time included in a period in 
respect of which Fee No. 5 (iii) (b) is payable. 
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6.—On the hearing of a public examination in a 1928. 
County Court— Feb. 28th. ‘Goodwill,’’ by Mr. A. F. Saunders, F.C.A., 


(i) In a summary case F.S.A.A., London. 
(ii) In any other case Mar. 13th. ‘‘ Factors Influencing the Scale of Modern Enter- 


: : J a6 prise,’’ by Professor J. H. Jones, M.A., 
Nore.—This fee is not payable more than 


$7 Leeds University. 
once under each receiving order. Mar. 27th. ‘‘ Recent Tendencies in Company Finance,” by 


Mr. R. Glynne Williams, A.C.A. 


ANNUAL MEETING aND SocraL GATHERING. 

There was a large attendance of senior and student members 
at the annual meeting held at the Griffin Hotel, Boar Lane, 
Leeds, on October 14th, 1927, after which dinner was served 
at 6.30 p.m. in the Grill Room. 

SOUTH WALES AND MONMOUTHSHIRE. After the close of the dinner the Presidential badge was 

Carpirr anv District Stupents’ Section. officially handed over to Mr. J. W. Carter, F.S.A.A., the 

The Cardiff Students’ Section of the Society of Incorporated | new President, by Mr. Alfred Walton, F.S.A.A., F.C.A., 
Accountants and Auditors opened the session 1928-29 at a | the retiring President, who said he had known Mr. Carter 
meeting held during September. Mr. W.I. Rodda, A.S.A.A., | for the last twenty years, and had always found him a man 
occupied the chair, and amongst those present were Mr. Ivor | of his word; any student members who were in any difficulty 
Davies, A.S.A.A., Mr. J. Pearson Griffiths, F.S.A.A., Mr. E. E. | would find him only too willing to assist them as far as possible. 


- 0 6 0 
- 0 8 0 


Pistrict Societies of Incorporated 
Accountants. 


Pearce, A.S.A.A., and Mr. J. Alun Evans, Hon. Secretary. 

The Lecturer was Mr. A. A. Warren, Barrister-at-Law, | 
Newport, who took as his subject ‘‘The Law of Contracts.” | 
The lecture was divided into sections, principally those dealing | 
with mistake, misrepresentation, conditions and warranties, | 
and discharge. Mr. Warren detailed the various classes of | 
contracts that came within these headings, and gave many | 
excellent illustrations in support of his remarks. 

At the conclusion of the meeting many questions were put | 
and were dealt with in a very able manner. 

The meeting proved exceedingly interesting and instructive, | 
particularly to those who were studying the subject, and a | 
hearty vote of thanks was accorded to Mr. Warren, on 
the proposition of Mr. Ivor Davies, A.S.A.A., seconded by 
Mr. E. V. C. Nicholls. 


YORKSHIRE. 


Annual Report. 

The Committee have pleasure in submitting to the 
members the thirty-fourth annual report for the year ending 
September Ist, 1928. 

MEMBERSHIP. 

The number of members on the roll is 289, made up as 
follows :—48 Fellows, 103 Associates, 138 Students. 

Twenty-two new members have joined during the year. 
Thirty-six members have resigned their membership owing 
to removal elsewhere, or retirement from practice. 

All members of the Society in practice are invited to join 
the District Society and at the same time draw the attention 
of their staffs to the advantages of joining same. 


ACCOUNTS. 
The accounts for the past year show a surplus of £13 11s. 2d., 
compared with a deficiency of £3 2s. 10d. the previous year. 


Lectures anp Discussions. 
The following lectures and meetings were arranged for the 
1927-28 session, and were well attended by a good number of 
senior and student members, the average attendance being 36. 


1927. 

Oct. llth. ‘ Voluntary Liquidations,” by Mr. J. W. Richard- 
son Hargrave, Solicitor, Leeds. 

Oct. 25th. ‘Income Tax, with Special Reference to the New 
Law,” by Mr. Victor Walton, A.C.A., Leeds. 

Nov. 15th. ‘Reducing the National Debt,’’ by Professor 
Douglas Knoop, M.A., Sheffield University. 

Nov. 29th. ‘“‘Company Law Amendment Act, 1927,” by 
Mr. Alfred Walton, F.S.A.A., F.C.A., Leeds. 

Dec. 13th. ‘“ Executorship Lawand Accounts,” by Mr. Wilfred 


1928. H. Grainger, A.S.A.A., London. 


Jan. 17th. ‘The Application of Economics to Commerce,” 
by Mr. A. Lester Boddington, F.S.S., London. 

Jan. 31st. Mock Income Tax Appeals. 

Feb. 14th. ‘‘Money,’’ by Mr. George R. Lawson, F.S.A.A., 


B.Com., Bradford. 


Mr. Walton said that during his year of office he had 
attended various dinners and social functions, but had not 
seen any Presidential badge he liked so well as the one 
belonging to the Yorkshire District Society. 

Mr. J. W. Carter, in responding, thanked Mr. Walton and 
the members for his election as President for the year 1927-28, 
and said he intended as far as possible to bring the Yorkshire 
District Society of Incorporated Accountants before the 
public of Leeds, and asked all members to back him up by 
giving their support. Mr. Carter referred to his visit to the 
1927 Conference of the Society at Manchester, as representative 
of the Yorkshire District Society, the arrangements for which 
were excellent. He regretted more Leeds members had not 
been able to be present to hear the Presidential Address by 
Mr. Thomas Keens, F.S.A.A., and the paper by Mr. E. 
Cassleton Elliott, F.S.A.A. 

During the course of the evening musical items were given 
by Mr. Alfred Bentley, Mr. George Coxon, Mr. J. C. Cryer, 
Mr. Leonard Musgrave and Mr. W. 8. Pullan. 


AvutumnaL CONFERENCE OF THE PareNT Socrery. 
The Autumnal Conference was held at Manchester on 
September 28th, 29th, 30th, and October Ist, 1927. The 
Yorkshire District Society was represented by the President, 


Mr. J. W. Carter, F.S.A.A. 


CompitimentTaRY Dinnerk To Mr. Henry Moraan, F.S.A.A. 

A complimentary dinner was given to Mr. Henry Morgan, 
F.S°A.A., Vice-President of the Parent Society, at Powolny’s 
Restaurant, Leeds, on February 24th, 1928. Mr. Morgan was 
accompanied by Mr. J. R. W. Alexander, M.A., LL.B., the 
Parliamentary Secretary of the Society. 

Mr. J. W. Carter, F.S.A.A., the President of the Yorkshire 
District Society of Incorporated Accountants, was in the chair, 
supported by many of the leading Incorporated Accountants 
of this city. 

The guests included Mr. F. T. Chadwick (Vice-President, 
Leeds Chamber of Commerce), Mr. Rhodes K. Calvert 
(Secretary, Leeds Chamber of Commerce), Mr. N. Williamson 
(President, Leeds and District Chartered Accountants’ Society), 
Mr. W. N. Wild (President, Leeds Law Society), Mr. Clifford 
Bowling (Official Receiver of Leeds), Professor R. S. Dower 
(Yorkshire Iron Merchants’ Association), Mr. A. E. Horrox 
(Secretary, Yorkshire Branch of the Auctioneers’ Instituie), 
the Managers of the leading Banks, Mr. A. Chadwick, F.S.A.A., 
and Mr. A. E. Piggott, F.S.A.A. (President and Secretary of 
the Manchester Society), and Mr. J. W. Reynolds, F.S.A.A. 
(President of the Bradford Society). 

The speakers on the toast list were Mr. Henry Morgan, 
Mr. J. W. Carter, Mr. A. Chadwick, Mr. F. T. Chadwick, 
Mr. Frederick Holliday, Mr. Wm. Tate, Mr. W. N. Wild, 
Professor R. 8. Dower, Mr. Alfred Walton, Mr. H. Clifford 
Bowling and Mr. F. C. Crosland. 

Several musical items were given during the evening by 
Mr. Barry Constable (tenor) and Mr. J. 8S. Wynn (entertainer). 

Our thanks are due to the Parent Society for a useful 
grant of £77 10s. Od. towards the cost of lectures and other 
educational work of the District Society. 
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Some Motes on Industrial 
Property. 


A Lecrure delivered before the Incorporated Accountants’ 
Students’ Society of London by 


Ma J. CAMERON RENNIE, 8.Sc., A.M.1.E.E. 


The chair was occupied by Mr. W. Norman Buss, 
Incorporated Accountant. 


Mr. Reyne said: Industrial property is the general name 
given to certain intangible kinds of property; the value of 
the property lies in the fact that the owner has a monopoly 
whereby he is allowed to do something which others are 
prevented by law from doing. 
industrial property with which we are concerned are those 
known as patents, registered designs and trade marks, and 
I propose to include later a few remarks on trade secrets, as 
they are analogous in some respects to patents. 


PaTeENTs. 

So far as the profession of accountancy is concerned, I 
think you will more frequently come across patents than 
either of the other forms of industrial property, and I shall 
therefore deal with them first. This will also shorten this 
address, for they have many points in common, and the 
other forms of industrial property can be dealt with quite 
rapidly. 


The practice of granting trading monopolies to individuals, 
which is not unknown in the world to-day, is of quite 
respectable antiquity, and in the Tudor period it had been 
so extensively developed on behalf of the Crown that it was 
a very serious difficulty to the private individual. Most of 
the necessities of every-day life were farmed out as private 
monopolies. The abuse of the system was so flagrant that 
the Statute of Monopolies was passed in 1624 to abolish the 
practice entirely, and it did so with one exception, for it 
permitted a limited monopoly for fourteen years to be given 
to anyone who introduced a new trade or manner of manu- 
facture into the country. This monopoly was a grant 
directly from the Crown to the individual, and was intended 
as a reward to the individual for introducing a new industry. 
The limitation of its period to fourteen years prevented, 
within limits, abuse of the monopoly. This was the origin 
of patents, and the fundamental principles have remained 
until the present day, and similar systems have been adopted 
in every civilised country. 


Although patents were originally granted for the intro- 
duction of new industries into the country, such, for 
example, as silk weaving, modern industrial development 
has brought about the change that patents are now granted 


only for new inventions; that is to say, articles or methods 


of manufacture which are quite new and are not known 
even abroad, and the patent laws of every country now make 
it a condition of the grant that the inventor will give the 
Crown such a full and complete description of his invention 
as will enable anyone else to carry it out as soon as his period 
of monopoly has expired. There are certain other conditions 
attached to tbe grant, such as that certain fees must be paid 
annually, and that if the patentee will not work the invention 
himself to an adequate extent to fulfil the requirements of 
industry, others may obtain a compulsory licence from him 
upon terms which are settled by the Comptroller of the 
Patent Office. 


The prineipal kinds of | 


How Parents aRE OpTaINep. 

Now let us turn for a few moments to how one obtains 
a patent, and we must assume that you have made an 
invention—or what is just as good, you think you have made 
an invention. The first important thing to remember is that 
this invention must be kept secret; you must not tell it to 
anyone before you have sent to the Patent Office an application 
for a patent. The application is a form in which you state 
that you are in possession of an invention, and saying that you 
desire to obtain a patent on it, and this form is accompanied 
by a specification or description of the invention. This 
document, the specification, is of very great importance, for 
in it you define exactly what your invention is, and therefore 
describe the extent of the monopoly which you hope to obtain. 
| The specification can be faulty in two ways. First, it may 
claim too wide an area for your monopoly, but this fault will 
| be rectified before the patent is granted to you. The second 
fault is that the specification is too limited, and does not 
claim as your monopoly the whole of the field to which you 
| may be entitled. This fault is much more serious, for it is 
| usually, or at least frequently, an irreparable blemish. The 
preparation of the specification, therefore, is a highly technical 
matter which it is advisable should be put into the hands of 
an expert. Very few inventors are capable of accurately 
| defining their inventions, for the amateur inventor, if I may 
| call him so, usually makes his claim much too wide, whilst 
|the expert inventor, being a specialist at a particular line, 
| very frequently does not appreciate how his invention might 
| be useful in other lines of business, and he therefore tends to 
| restrict the scope of his monopoly unduly. 


The patent law in this country is peculiar in that it provides 

for a preliminary or provisional form of protection which is 
obtained by lodging the application and what is called a 
| provisional specification. This preliminary protection lasts 
| for nine months, and if you wish to obtain a patent a complete 
| specification has to be filed within the nine months. In all 
| other countries, except one or two Colonies, there is no 
‘equivalent of provisional protection, and the complete 
specification has to be filed in the first instance. 


Practically, the filing of a provisional specification makes 
no difference to your protection except that it provides an 
| inexpensive way of getting protection for the brief period of 
‘nine months. I shall refer later to the value of this 
provisional protection. 


When the complete specification has been filed the Patent 
Office examiner studies it and makes a search through 
specifications of similar inventions which have been filed 
earlier by other inventors in order to find out whether the 
invention for which you are asking a monopoly is in fact 
new. The scope of this search varies in different countries, 
In this country he searches only through British specifications 
| which are dated within 50 years back from the date of your 
| application. In the United States he searches, theoretically, 
| through all specifications which have ever been printed in the 


| world, but in practice this means that he searches through 
| United States, British, French and German specifications. 
In Germany the search is similar to the United States; in 
France there is no official search. 


It usually happens that the examiner finds some other 
specifications which border on your invention, and perhaps 
describe a part of it, and your specification is then returned 
to you for amendment so that you can limit it to what is 
in fact new. This process may involve a certain amount 
of discussion and debate with the examiner, but when you 
have come to an agreement with him he accepts or allows 
your application. It is then printed and published, and for 
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a period of two months it is open to anyone who thinks 
they will be aggrieved by the grant of a patent to you to enter 
opposition to the grant. This might arise, for example, if 
someone has been making and selling an article. If you have 
invented it quite independently and ask for a patent on it, 
the examiner would be prepared to grant you a patent 
if he could not find it in an earlier patent specification. 
Obviously, the grant of the patent to you would be 
objectionable to someone who was already selling the article, 
for you might sue him for infringement and he would be put 
to the somewhat heavy expense of defending the action. 
He would be successful because your patent would in fact 
be a bad one, your invention not being new at the date 
you applied for it. He has the opportunity of opposing the 
grant of a patent to you to prevent such circumstances arising. 


After this two months period for opposition has elapsed, 
or after the opposition, if any, has been settled satisfactorily 


to you, the patent is granted to you. This is a document: 


bearing the seal of the Patent Office which announces to all 
whom it may concern that you have the sole right to make, 
use, exercise or vend the invention described in the specifi- 
cation which you have filed. 


When this document, the Letters Patent, is issued to you, 
your name is entered in the Register of Patents at the 
Patent Office as being the owner of the patent, and it is 
this entry, the fact of your name being on the register, 
which constitutes you the legal owner of the patent. It does 
not matter what happens to the document you have received, 
the Letters Patent, for they can be destroyed or lost without 
impairing your ownership. 


Bovine anp Seviine Parents. 

Patents are bought and sold by means of a deed of 
assignment, and you will appreciate from what I have just 
said that it is important that any assignment should be 
registered in the Patent Office, for otherwise the original 
patentee will still remain the prima facie legal owner of the 
patent. In order to encourage the early registration of any 
assignment, the registration fee in the Patent Office is only 
£1 if you register within six months of the signing of the 
deed, but if you delay it beyond six months the fee is 
increased to £10. 


When buying or selling a patent, the whole of the rights 
may be transferred, but it is also possible to deal with only 
a part of the rights, or it is possible to share the rights 
amongst various people by granting licences to them. 
Suppose you had an invention which could be used on motor 
cars and motor boats, you might sell the whole of the rights 
to one manufacturer; alternatively, you might sell the motor 
car rights to one manufacturer and the motor boat rights to 
another, or you might licence three motor car manufacturers 
to use the inveation for motor cars and keep the motor boat 
part of the invention, or dispose of it to someone else. 


Another way of dividing a patent is to sell the rights for 
different parts of the country to different manufacturers. 
Thus, you might sell the motor car rights in England to one 
man, the motor boat rights to another, and both motor car 
and motor boat rights in Scotland to yeta third party. The 
only point I wish to emphasise is that whenever any kind of 
transfer or licence or anything affecting the ownership of the 
patent takes place, it ought to be registered in the Patent 
Office. 


Forgien Patents. 


I might mention here one aspect in which there is con- 
siderable variation in the patent laws of different countries. 
Ia this country the actual inventor, the man who conceives 


the idea, must have his name included as an applicant for 
the patent. He can take in any partner to share the rights 
with him, but his name must be included or the patent is 
invalid. What frequently happens is that the inventor joins 
with him someone who is financing him, so that they are 
joint applicants, and become joint patentees when the patent 
is granted. Joint patentees can each manufacture or work 
under the patent on their own account, and they do not need 
to share their profits with their co-patentees, Also, either of 
them can sell his share of the patent without reference to the 
other. A licence toa third party under the patent can only 
be granted by the two of them together. , 


In the United States and Canada the situation is somewhat 
different. The application must be made by the inventor 
himself, and he cannot join others with him as can be done 
in this country. If he wants to give the whole ora part of 
the rights to someone else he does so by means of an 
assignment, which can be lodged in the Patent Office at the 
same time as the application is lodged; this is called an 
‘* Assignment before Issue.” What happens then is that the 
patent, applied for by the inventor, is issued to the parties 
as determined by the assignment. 


In most Continental countries it is not essential for the 
inventor to make the application, although generally speaking 
his consent is required before anyone else can apply. 


These differences in the laws of the different countries 
are of little importance so long as relations between the 
parties are harmonious, but you will quite well see that if 
an inventor and someone financing him lodge applications 
for patents in various countries, and quarrel before the 
patents are issued, there are some quite nice opportunities 
for trouble. 


The problem which sometimes arises in connection with 
the ownership of patents goes under the name of ‘‘ master 
and servant.”” When an employee makes an invention, the 
circumstances may be such that the invention belongs to his 
employer, and if this is the case it is very important that, 
since the employee’s name must appear in the application, 
a legal transfer of the ownership should take place and be 
registered. More often when an employee makes an invention 
it is to his interest to share it with the employer or to transfer it 
to him, and in such cases again it is important that their 
respective rights should be defined in some legal document. 


Patents 1x Jomnt Names. 

The particular point I wish to emphasise to you as 
accountants is that patents sometimes appear as assets of 
a company or business, and these patents have been applied 
for in the joint names of the inventor and the company. 
So long as they stand in these joint names the company 
owns only a half share in the patent, and if they are in 
fact owners of the whole rights they ought to appear as such 
in the register at the Patent Office. If this is not done, a 
serious difficulty may arise in, say, winding up the company. 
You may wish to sell the patents as part of the assets, but find 
to your dismay that you are unable to sell the whole rights 
because the inventor, who may have been an employee five or ten 
years ago, has gone to some other employment or disappeared, 
and you cannot get his signature to enable you to transfer 
the whole of the rights to the new purchaser. Also, when 
such a circumstance arises, and your late employee finds 
that his invention is of value, he begins to think he ought 
to have a share in this value. All these troubles are avoided 
if as soon as the patent is granted the employee assigns his 
share to the company, so that the company are registered as 
the sole owners of the patent. 
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PROVISIONAL SPECIFICATION. 

Another point of contact which your profession has with 
patents and patent law is that you will sometimes be asked to 
assist and advize in the financing of an inventor and the 
exploitation of his invention. You will generally find that 
the inventor has filed a provisional specification. This, as I 
mentioned earlier, is a preliminary form of protection which 
lasts for nine months. Its particular advantage is that it is 
very much cheaper than getting a patent, and the nine 
months gives the inventor and his advisers time to consider 
the commercial aspects of the invention and decide whether 
they will go ahead with it. The disadvantages are that nine 
months is a very short time when it comes to commercial 
development, and that no official information is given on a 
provisional application, as to the validity of the patent. 
There is no doubt, however, that for a first step it is the best. 
If the inventor, therefore, has not already filed such an 
application you should arrange for this to be done at once. 
The interests of the financier can be safeguarded either by 
inserting his name as a joint applicant with the inventor in 
the application, or by means of a separate agreement between 
the parties. It is always wise to obtain expert advice in 
respect of the preparation of the specifications, and the figures 
I shall mention by way of costs will be the inclusive cost of 
such advice and the Government fees; that is to say, these 
figures will be approximately the total amounts you would pay 
a patent agent who is handling the business for you. The 
provisional specification ordinarily costs about £5, but of 
course, if the invention’ is a complicated one it may be 
considerably higher. It may also be that the invention 
requires several patents to cover it, and you might be advised 
to file several provisional specifications in order effectively to 
cover the whole invention. , 


At this stage you must appreciate quite fully that the 
inventor has not yet got a patent. Most inventors talk quite 


freely about their patents as soon as they have received a | : : 
| a large manufacturing company which, perhaps, works many 


notice of acceptance of the provisional specification, but this 
is quite wrong, and it may be that they will never get a patent. 
The whole thing is still in the speculative stage. 


This being so, it is perhaps more difficult to interest 
financiers in it, and if you have to do this it might be worth 
while obtaining a report from your patent agent upon the 
probability of getting the patent. He could make a search to 
see whether the invention is, in fact, new, and give you a 
report for, say, 15 to 20 guineas, but this cost would depend 
entirely on the extent of his seirch. An exhaustive search 
might easily cost 40 to 60 guineas, but it is seldom necessary 
to go to this extent. 

If this report is a favourable one there is something to be 
said for proceeding at once with the filing of the complete 
specification, without waiting for the nine months provisional 
protection to elapse. This, however, is not essential, and, 
depending upon the circumstances of the case, it may be 
advisable to take full advantage of the nine months. 


Tue Question or Cust. 

The principal expense which has to be faced is that of 
obtaining foreign patents, for usually an invention which is 
of commercial value in this country is also of value abroad. 
A British patent gives a monopoly only in this country, and 
you would have no monopoly rights in France, Germany, 
Belgium and so on unless you take out patents in each of 
those countries. 


The law requires that any foreign patent applications must 
be filed within twelve months of the first date of filing of the 
British application, so that the question of foreign patents 
has to be decided comparatively early. The cost of patents 


in different countries varies, but you can fairly safely assume 
an average figure of £30 to £40 for each country. You 
will see, therefore, that if applications are made in only 
five or six countries it will mean a further expenditure of, 
say, £200. 


Thus you will appreciate that, even in the early stages, one 
should be prepared, in financing an inventor, to lay out £200 
or £300 or more, apart from any money which the inventor 
himself may want and any expenses in connection with 
experiments, and this money must be laid out as a specula- 
tion. The proper way of looking at it, however, is not to 
consider the obtaining of the patents as the principal feature, 
although they are veryimportant. When the inventor submits 
his idea to you, you should look on it merely as a business 
proposition. Is the inventor offering you a marketable 
article? If from a purely commercial point of view you 
consider the proposition is good, then, if the patent agent’s 
report is a not unfavourable one, it is not taking any undue 
risk to finance the inventor to the extent above mentioned. 


I might return for a moment to the question of foreign 
patents. In deciding to take out foreign patents you will, 
of course, be led to a certain extent by the nature of the 
invention, and the countries in which it is likely to be of 
commercial value. Generally speaking, in the case of 
manufactured articles you will require patents in the principal 
manufacturing countries of the world; that is to say, this 
country, France, Belgium, Germany, Italy, United States, 
and so on. Business in non-manufacturing countries must 
always be effected by import from manufacturing countries, 
and if you have patents in the manufacturing countries you 
will protect yourself against infringement to an adequate 
extent. 


The question of a general policy with regard to patents is 
an analogous subject. It is not so important when dealing 
with a single invention, but ought to be settled in the case of 


inventions and has a more or less steady stream of new 
inventions coming forward. It will usually be found that 
after working an invention for a few years improvements on 
it are invented, and the question arises as to whether or not 
these ought to be protected. Generally speaking it is 


advisable, for a patent lasts only sixteen years, and after that 


time it is open to anyone to manufacture under it. If after 
working, say, ten years you make an improvement and patent 
that improvement you get a fresh lease of life of sixteen 
years, which from a practical point of view extends your 
monopoly. By a judicious introduction of improvements it 
is possible to carry on your monopoly for quite a long period, 
even by patenting very small improvements. And this is the 
crux of the policy: should reliance be placed on one or two 
fundamental patents, or should every improvement, however 
small, be patented. There is much to be said for both 
policies, and both are in fact practised. Naturally, the 
protection of every improvement, however trivial, leads to 
considerable cost, but it has the effect of building up a wall 
of patents which in time becomes almost impregnable, so 
that, particularly in a new industry, it is very difficult for 
any other manufacturer to come into competition with you. 
The alternative policy is to protect only really important 
developments, so that each patent in itself is something 
substantial. This would be quite a sound policy if you could 
always be certain of knowing what developments are going 
to be of importance. As I said above, all the foreign patents 
on the improvements must be taken out within the first 
twelve months, and this is a very short period in which to 
form a reliable estimate of the commercial value of any 
invention or improvement. 
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Patents As ASSETS. 

Let us now turn for a few moments to the consideration of 
patents as assets. Sometimes patents figure in balance-sheets 
as assets, and they are also useful sometimes as assets in 
winding up a business. The first consideration is that a 
patent is not a material asset. It isa right to do something 
and to prevent others doing something, and it is only in so 
far as these rights are exercised that it has any value. If 
you have a patent on, say, a camera, you do not get any 
income because you hold the patent. You only get it by 
manufacturing and selling the article at a profit; so that the 
value of the patent is essentially associated with the whole 
organisation of the business. Most inventions, like any 
other business, require some capital and a lot of hard work 
to be put into them before there is any value atall. Assuming 
that this is available, the existence of the monopoly rights 
provides a very handsome return on the outlay, greater than 
would be obtained in a similar business in which you had no 
monopoly rights. 

The life of a patent is only sixteen years, so that it is a 
wasting asset. If your business is built up on one patent 
you mast face the fact that at the end of sixteen years it will 
be open to anyone to manufacture the identical article in 
competition with you. You may to a certain extent avoid 
this by making improvements and taking out patents on 
them, but in any case your business ought to have established 
itself firmly in sixteen years so as to be more or less 
independent of the patents. 

You will see that it is not easy to put a cash value on a 
patent or a series of patents, because the actual profit that 
can be made depends on other factors as well. The amount 
that can be realised from the sale of a patent is not 
necessarily a true indication of its value, for if you try to sell 
an invention you will find that there are very few buyers, 
and its market value is therefore low. Anyone buying a 
patent is buying a speculation, and in addition to the money 
which he pays to the patentee he has got to be prepared to 
spend a lot more on development, and also put in a lot of 
hard work before he gets any return. Naturally, he must 
look on this as part of the purchase price upon which he has 
to make a profit. 


The cost of getting a patent is no measure of its value. 
On an average,a British patent will cost from £20 to £30, 
but the inventor may have spent anything from £5 to £5,000 
on experimental work before perfecting his invention, and 
whatever amount he may have spent affects his views as to 
the price he would like to receive for a patent. 


I am conscious that there is a great deal about patents 
of which I have said nothing, and I hope this will be rectified 
in the discussion, but in order not to be too lengthy I 
will pass on to deal briefly with registered designs. These 
are a form of property which is very analogous to patents, 
and with one exception, everything I have said about patents 
applies to registered designs. The exception is that it is not 
necessary for the actual inventor of a design to apply for its 
registration. Anyone who is in possession of a new design 
has the right to apply. This simplifies the question of master 
and servant, which offers some difficulties in connection 
with patents. 

Trape Marks. 

A trade mark is a mark which is used on goods to indicate 
that they are the goods of the proprietor of the mark as 
distinct from other manufacturers. The word ‘‘ Kodak’’ on 
& camera means that the camera has been made by the 
Eastman Company, as distinct from any other manufacturer. 
The camera may be identical with that of another manu- 
facturer, but the mark indicates its origin. Trade marks 
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may be registered under the Trade Marks Act, so that you 
have Statutory rights, or it may be an unregistered mark, 
in which case you can sometimes establish Common Law 
rights. It is always advisable to register a trade mark if at 
all possible, as it is a very much simpler procedure in the 
Courts to stop anyone else from infringing your rights to the 
mark. A trade mark differs from a patent or a registered 
design in that it can be maintained in force in perpetuity, 
and the longer it remains in force the more valuable it 
becomes. By itself it means very little; it is very definitely 
bound up with the goodwill of the business of its proprietor, 
and it can be transferred to another party only with the 
goodwill. In these circumstances its value cannot be 
separated ffom that of goodwill, and it is therefore mach 
more in your province than in mine. 


Trave Secrets. 

There is another form of property which has obtained 
legal recognition and which may be mentioned in this paper, 
namely, the trade secret. Undoubtedly a trade secret may 
have a considerable value, for large sums of money have 
been paid for secrets. A secret, however, is a very un- 
satisfactory and dangerous kind of property, for it is liable 
to complete destruction by the disclosure of the secret. It is 
rarely possible in a manufacturing concern to keep any 
particular process secret from everybody except one man, and 
even if this were possible, it is dangerous, for that man 
might die and the secret might be lost. As soon, however, 
as more than one man knows the secret the risks of its 
disclosure are enormously increased. If it is in fact a 
commercially valuable secret competitors will sometimes try 
to buy it, and the owner of the secret is entirely in the hands 
of one or two employees who may know it. 

Undoubtedly, however, the Courts do recognise the rights 
of the owner of a secret to the extent that if an employee is 
told the secret in the course of his employment and then goes 
to a competitor for the purpose of revealing the secret he can 
be restrained from so doing, and if the competitor has learnt 
the secret he will be restrained from makitg any use of it. 
There have been several cases of this kind in the Courts in 
recent years and there is a distinct tendency to give the 
owner of a secret very extensive rights. My own belief is 
that this tendency is a wrong one, and I would not be 
surprised if a judgment is given which reverses this tendency. 
If anyone makes an invention there is a statutory method 
by which he can obtain rights in it. If he chooses not to 
avail himself of these rights, but prefers to try and keep it a 
secret, it is rather unreasonable to give him more extensive 
protection than he can obtain under the patent law. If he 
thinks it will pay him better to keep his invention secret 
he ought to be prepared tc take the ordinary risks consequent 
on this course, and I do not think the law should be stretched 
to make a secret more valuable than a patent. There are 
other considerations also which need not be entered into here 
which make this fictitious valuation of secrets undesirable, 
particularly the practice uf calling things secrets which are 
in fact not secrets at all. 

I feel that all through this paper I have only touched on a 
large number of points, but the subject is so large that it is 
hardly possible to do otherwise. If there are any special 
points upon which you would like any further information 
I hope you will put it as a question and I will do my best 
to anewer it. 


Mr. William H. Coates, Ph.D., LL.B., B.Sc. (Econ.), an 
Examiner to the Society of Incorporated Accountants and 
Auditors, has been appointed a member of the Board of 
Referees by the Board of Inland Revenue. 
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LECTURES AND TRANSACTIONS 


OF THE 


Incorporated Accountants’ Students’ Society 
of London for the year 1927. 


The Committee of a Students’ Society is always faced with 
a difficult problem when arranging a syllabus of lectures. 
Should the syllabus be confined to subjects of immediate 
interest to the ordinary members who are all examination 
candidates, or should it include subjects which make a wider 
appeal without being of special assistance to the candidate 
in the examination hall? The Committee of the London 
Students’ Society has always striven to arrive at*the bappy 
medium, and the 32nd volume of ‘“ Transactions” gives 
abundant proof of the success achieved in that direction. 
The inclusion of the reports of the debates which follow the 
various lectures adds considerably to the value of this book. 
Lecturers may have to rely for their main themes on text 
books, but the students evidently store up for these occasions 
those difficult questions which arise in actual practice but 
which are not to be found in standard works. Admittedly, 
the lecturers are sometimes ‘“‘ discussed to silence,” and have 
to ask for ‘‘ notice of that question,’’ but this very rarely 
happens. The book as a whole gives a valuable fund of 
pertinent information. 

Many forces are at work to-day to protect the investor 
and more particularly the speculative investor from being 
victimised by unscrupulous financiers, and also from the 
results of his own folly. The law is undergoing a continuous 
process of tightening-up in this respect; eminent accountants 
frequently call attention to the dangers of speculation, and 
financial editors also play an important part in the protection 
of the investing public. Particular importance therefore 
attaches to a lecture in this volume on ‘‘ The Accountant and 
the Investor,’ by Mr. E. D. Kissan, Financial Editor of the 
Daily Mail. Mr. Kissan’s paper opens with an appeal to 
Incorporated and Chartered Accountants to insist more 
strongly than heretofore upon the issue of balance-sheets and 

scounts in such a form as will enable the shareholders to 
judge of the value of their investment. He discusses the new 
requirements of the Companies Bill, now the Companies Act, 
1928, as to the provision of further details in the balance-sheet 
and the issue in every case of a profit and loss account, but 
expresses some doubt as to whether the desired results will be 
entirely achieved. In regard to the important subject of 
prospectuses the author expresses the hope that an accountant’s 
report containing something more than a profit statement may 
some day be included in the prospectuses of new companies. 
He does not, however, touch upon the work of financial 
editors in throwing light upon prospectuses and offers for 
sale of shares. 

Sir Henry Slesser, K.C., M.P., is the author of a paper on 
‘The Law relating to Clubs and other Unincorporated 
Associations.’’ He is dealing with a subject of exceptional 
difficulty and one which at times causes an immense amount 
of trouble, owing to the uncertainty as to the rights and 
liabilities of associations which have no definite status in law. 
The position of such associations as property owners is 
considered at length, and Sir Henry Slesser expresses the 
opinion that the law has never really grappled with the problem 
of this vast new property owning class of association. His 
concluding remarks are only too true: that in dealing with 
this branch of the law one is really thrown back on one’s 
knowledge of the general law, that the whole thing has grown 
up without any real consideration or plan, and that the present 
confusion is the result of a systematic refusal to build up the 
living theory of a great social problem. 


“Education and Registration for the Profession ”’ is the title 
of a paper by Mr. Walter Holman, Incorporated Accountant. 
Mr. Holman’s views are worthy of special consideration in 
view of the fact that he has since been appointed one of the 
accountancy examiners for the Society. His paper, however, 
is chiefly based on what transpired at the International 
Congress of Accountants held in Amsterdam in 1926, and 
special reference is made to the papers which were then 
delivered by Mr. Evan E. Spicer, F.C.A., of London, and 
by Professor Madden, of New York. Mr. Holman ‘gives a 
brief résumé of the respective systems of training for the 
accountancy profession in this country, in the United States 
of America, and in Holland. He particularly endorses the 
view that prior to entering upon articles an intending 
candidate should undergo a fairly searching test of knowledge 
in the theory of book-keeping and accounts, the general 
principles of the law applicable to commerce, and general 
commercial knowledge, including the principles underlying 
the money market and the conduct of large businesses such 
as banks and insurance companies. In dealing with the 
question of legislation for the profession, Mr. Holman 
summarises the arguments for and against registration and 
adds that while he is inclined to favour registration in theory 
he believes the difficulties of making it really effective to be so 
great as to justify the opinion that registration is not a 
practical proposition. He adds that accountants must look 
to their own efforts rather than to legislation for the 
maintenance and consolidation of their position. That 
position has been obtained by the insistence of a high 
standard of professional conduct in the past, and it is for 
the present and future members of the Society to see that, so 
far as they are concerned, that high standard is maintained. 


New income tax legislation is a perennial subject in these 
Transactions, and Mr. Heathcote Williams, M.A., Barrister-at- 
Law, deals with the 1927 Finance Act in his paper entitled 
** Points on the new Income Tax Legislation.’’ His views in 
relation to the simplification of the law of income tax are 
interesting and unusual, and he explains in detail the basic 
changes in the law effected by the 1927 Act, with which our 
readers are, or should be, already familiar. The sections 
dealing with super tax in relation to companies and avoidance 
of super tax and sales cum div are specially dealt with, 
and it is not surprising to find that the discussion raises 
many interesting points which are not touched upon in the 
course of the lecture. 


One of the most difficult problems in relation to income tax 
is the question of foreign income, and this branch of the 
subject is dealt with by Mr. A. S. Allen, Incorporated 
Accountant, in his paper on ‘‘ Some Considerations affecting 
Liability on Income Arising Abroad.”” The subject is highly 
technical and Mr. Allen’s lecture is divided into the following 
main headings :—(1) A Brief Review of the Legal Provisions; 
(2) Individuals, and the Effect on Liability of (a2) Domicile, 
(>) Residence and Ordinary Residence; (3) Companies; (4) The 
Income Subject to Assessment. The Case Law in relation to 
residence and domicile appears at first view to be contradictory, 
but there are at least certain definite principles arising there- 
from which are of assistance in the majority of cases in 
arriving at the liability on income arising abroad. 


Mr. Herbert E. Davis, M.C., Incorporated Accountant, 
contributes a lecture on ‘‘ Some Principles of Economics and 
their importance to Commerce and Industry.”’ The title is 
arresting and apt. A knowledge of the fundamentals of 
economics is essential to all who would make progress in the 
realms of commerce and industry, and the wisdom of the 
Society in including this subject in the examination syllabus 
is unchallenged. The report is prefaced by some trenchant 
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remarks from the Chairman, Mr. W. H. Coates, LL.B., B.Sc., 
the Society’s examiner in economies, who points out that the 
one principle which should be followed is the practice of 
tracing and identifying in a great mass of phenomena those 
main lines which will enable us, no matter what the problem 
may be, to reduce complexity to some form of order, and to 
enable us to apply those particular principles of the science 
which we have learned from the text books. Mr. Davis 
brings his readers to earth from the outset by reminding them 
that economics is the study of people in their relation to 
every day matters of life. Certain particular principles are 
then explained with extreme lucidity, and throughout the 
paper Mr. Davis gives sound advice to examination candidates 
which should be of material assistance to them in the 
examination hall. 

“‘Residuary Accounts’? by Mr. J. Linahan, Incorporated 
Accountant, covers a subject of particular complexity and 
difficulty, and one which is sometimes dealt with all too 
cursorily in text books on executorship accounts. The 
preparation of a residuary account is necessary in order to 
ascertain the legacy duty payable on the residue of the estate 
and there are a number of points in which estate duty accounts 
and residuary accounts are similar and dissimilar. The author 
calls attention to these special points, and deals in detail with 
the various items in the three statements which comprise the 
official form of residuary account known as Form 3. This 
lecture should be of real assistance to practitioners as well 
as to students. 

The volume also includes the following contributions :— 
“The Transfer of Contractual Rights,’’ by Mr. C. A. 
Sales, LL.B., Incorporated Accountant; ‘‘ The Accounts of 
Rubber and Tea Companies,’ by Mr. C. W. Braddy, A.C.A., 
Incorporated Accountant; ‘‘Preparation of Statements of 
Affairs in Insolvency Cases,” by Mr. D. Mahony, Incorporated 
Accountant; Some Notes on Industrial Property,’’ by Mr. 
J. Camtron Rennie, B.Sc., A.M.I.E.E.; ‘‘The Law of 
Insurance,’’ by Mr. Gilbert Stone, B.A., LL.B.; and 
“Bankruptcy,” by Mr. W. H. Grainger, Incorporated 
Accountant (Chief Accountant, Prudential Insurance 
Company, Limited). 

A useful index is added, and also a list of past officers of the 
Society and the report of the Committee on the year’s work 
during 1927. Copies are presented to all the members of the 
Students’ Society, and can be obtained by other persons at the 
price of 3s. 6d. per copy. 


ACCOUNTANT-LECTURERS’ ASSOCIATION. 


ANNUAL MEETING. 

The annual general meeting of the Accountant-Lecturers’ 
Association was held at Lincoln House last month. There 
was a good attendance of members, over which Mr. H. J. 

‘Eldridge, F.S.A.A., presided, in the absence through indis- 
position of Professor Lawrence R. Dicksee, M.Com., F.C.A. 


The annual report, which is set out below, was received | 


and adopted. 

The following were elected Pations of the Association :-- 
Sir William Plender, Bart, G.B.E., J.P., LL.D., F.C.A.; 
Sir James Martin, J.P., F.S.A.A.; Sir William H. Beveridge, 
K.C.B., M.A., B.C.L., LL.D. 

The re-election of Professor Lawrence R. Dicksee, M.Com., 
F.C.A., as President of the Association for the coming year 
was carried with enthusiasm. 

The following were elected as Vice-Presidents :—Professor 
Wm. Annan, C.A., Mr. R. N. Carter, M.Com., F.C.A., Colonel 
E. W. Crawford, D.S.O., A.C.A., Mr. H. 8. Ferguson, 
M.Com., F.C.A., Professor F. R. M. de Paula, F.C.A. 

The Committee was re-elected, namely: Mr. H. J. Eldridge, 
F.8.A.A., Mr. A. W. Bain, M.A., A.C.A., Mr. C. J. G. Hughes, 
LL.B., A.C.A., Mr. M. Moustardier, F.S.A.A., F.C.1.8, 


Mr. A. Palmer, A.S.A.A., was thanked for his work as 
Hon. Auditor, and re-elected to that position. 

Mr. M. Moustardier, F.S.A.A., F.C.1.8., 69, Downs Road, 
London, E.5, was elected Hon. Secretary and Treasurer. 

After various matters of professional interest had been 
discussed, a vote of thanks to the Chairman concluded the 
proceedings. 

Report. 

It is with pleasure that the Committee present their fifteenth 
annual report. 

The Committee are very pleased to report that in addition 
to Sir Wm. Plender, G.B.E., F.C.A., Sir James Martin, J.P., 
F.S.A.A., and Sir Wm. H. Beveridge, K.C.B., M.A., B.C.L., 
LL.D., have kindly consented to become Patrons. 

As in former years, some resignations must be recorded, but 
again it has been a pleasure to welcome new members. 
Members are urged to use all their efforts to make the 
Association known amongst their fellow lecturers. 

By strict economy in expenditure, the finances of the 
Association remain in a satisfactory condition. 

The Committee are pleased to report that they have been 
able to introduce further lecturing appointments to members, 
and the Accountant-Lecturers’ Register continues to form a 
very useful medium between the educational authorities 
and the members of the Association. 

The Accountant-Lecturers’ Bulletin also proves a link 
between our members and local authorities, and appearg 
to be a valued publication. 


Scottish Aotes. 


(FROM OUR CORRESPONDENT.) 


Sir Josiah Stamp in Glasgow. 


Sir Josiah Stamp attended several of the meetings of the 
British Association in Glasgow last month and took part in 
the proceedings. On the 7th ult. he gave one of the series 
of popular addresses under the auspices of the British 
Association and the Workers’ Educational Association. 
Sir Josiah’s subject was ‘‘Money and Civilisation.” He 
distinguished three stages where civilisation had taken on a 
distinct degree of complexity and interdependence of its parts 
with contingent advance or dissolution, and associated with 
each stage a development in the useof money. After discussing 
various aspects of his subject, including National Debt increase 
and credit’s relation to gold, Sir Josiah said a managed 
standard of value, managed with a golden handle, was being 
evolved under our very eyes. The essential problem was, how 
long we could make gold serve its dual role of settling the 
balance of trade and loan indebtedness between nations, and 
also acting as a basis of credit in a particular country and 
the governor of a stable level of 
The next decade would see whether international wisdom 
could find the theoretical answer to the problem and apply 
it in practice. 


Rationalisation and Industrial Education. 

Another paper read at the British Association meeting in 
Glasgow was on the above subject. Major L. Urwick, 
London, who introduced the subject, dealt at the outset with 
the meaning of the term rationalisation. The use of the word 
as applied to an industrial movement had, he said, come first 
from Germany, and then from France, and it had been applied 
to the series of remarkable resolutions passed unanimously in 
June of last year at an economic conference representative of 
the whole of the industrialised nations, and drawn equally 
from professional economists, employers, and leaders of 
labour. In Germany rationalisation in practice involved 
large combinations of business interests, which differed, 
however, both in method and in motive from the typical trust 
based on the normal working of competitive forces. The aim 
was the deliberate rearrangement of the resources of various 
national industries so as to secure greater efficiency both in 
production and in distribution. 
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Indicating one or two directions in which practical action 
might be taken, Major Urwick remarked that, while the 
majority of the Universities expressed great enthusiasm for 
obtaining the co-operation of business men in framing their 
courses of study, their practical arrangements to that end 
frequently left much to be desired. The personnel of the 
consultative committees on the business side was all too 
frequently recruited not from active administrators in the 
prime of their business careers, but from retired notabilities 
who had long ago left the executive side of their business 
lives behind them. They naturally inclined to press for 


a type of education which would produce the kind of | 


subordinate they would have liked the day before yesterday. 
Secondly, the existing degrees of commerce presented a variety 
of syllabuses only exceeded by the difference in the standard 
which they demanded from students. A degree of commerce in 
Great Britain, at the moment, meant almost less than nothing. 
It did not indicate in a single instance that the student had 
reached any recognisable level of attainment in any one of the 
half-dozen fields of knowledge which might be regarded as 
the essential equipment for the administrator. The methods 
of teaching were variable and largely a question of finance. 
The business man would not pay for education which he felt 
to be useless, but in the majority of cases they were still tied 
down to the lecture hall and the scheduled examination. 
Only by facing the fact that education was a continuous 
process throughout the life of the individual, a process to 
which they both contributed, could they arrive at a common 
gtandard, and an agreement as to how that standard might be 
attained. The discussion on Major Urwick's paper was 
opened by Professor de Paula, F.C.A., London, who said that 
if rationalisation was to be applied in industry it must be 
dependent upon their business leaders. It seemed to him 
that their universities should be the leaders of thought, 
and they should take some part in the development of 
rationalisation. 


University Preliminary Examinations. 


At the annual meeting of the Aberdeen Secondary Education 
District of the Educational Institute of Scotland, held recently, 
it was decided to protest against the type of papers «set at 
the recent University examinations. Mr. James Davidson, 
Grammar School, Aberdeen, the Hon. Secretary and Treasurer 
of the district committee, criticised several sections of the 
examination, both as to time allowed and otherwise, and said 
with regard to one of the papers in mathematics if it had been 
set for a degree examination he thought most of the candidates 
would have failed. 


Glasgow Students’ Society. 


The opening meeting of the winter session will be held in 
Craig’s Restaurant, Sauchiehall Street, Glasgow, on Friday, 
October 19th, and will take the form of a business meeting, 
followed by a whist drive. Glasgow and West of Scotland 
members and candidates might please note the date. 


Civil Service Bowling. 


The Civil Service international bowling tournament was 
held recently at Cardiff. After a keen game the stanley 
Baldwin Bowl for rink championship was won by the rink 
from Scotland, skipped by Mr. J. Steward Seggie, Edinburgh, 
one of the Vice-Presidents of the Scottish Branch. 


Notes on Hegal Cases. 


EXECUTORSHIP LAW AND TRUSTS. 


In re Bates. 
Bonus on Shares. 


Eve, J., held that payments in respect of shares by way of 
bonus are not capital, but are income of the tenant-for-life. 


(Ch.; (1928) L.J.N., 456.) 


| that the limit of twelve years applicable by the Real Property 


+a loan with interest, the shares being afterwards registered 


MISCELLANEOUS. 


Weld v. Petre. 
Non-payment of Interest. 
In 1900 B mortgaged shares in a company to L to secure 


in the mortgagee’s name. Dividends were received by L 
sufficient to clear the interest up to 1908, when they ceased, 
and the shares became of little value, L retaining them, 
without foreclosing. In 1916 dividends were resumed, and 
they and the value of the shares increased enormously, so 
that by 1921 L had received dividends sufficient to pay off 
the loan and interest. L died in 1923, and in 1926 the 
plaintiffs, who were entitled to the equity of redemption in 
the shares, took out a summons claiming redemption, and 
also repayment of the excess of the amount of dividends 
received by L or his executors over and above the amount due 
under the mortgage. 

It was held that equity would not deprive a mortgagor of 
his right to redeem if the debt has been, or could be, repaid, 
the security was still available, and the position of the 
mortgagee had not been altered to his prejudice by the delay; 


Limitation Act, 1874, in the case of a mortgage of realty 
would not, by equitable principles, be extended so as to 
support a plea of delay and laches and be made applicable to 
a mortgage of personalty; that an order for payment of the 
excess claimed against the mortgagee could be obtained upon 
origiaating summons. 

(C.A.; (1928) 44 T.L.R., 739.) 


REVENUE. 


Egyptian Delta Land and Investment Company v. 
Todd. 


Company Registered in England but Managed abroad. 


The House of Lords reversed the decision of the Court of 
Appeal (see Incorporated Accountants’ Journal, April, 1927, 
p- 258) and held that a company which is registered in this 
country but carries on its real business abroad @oés not 
necessarily reside in this country, so as to be liable to income 
tax, because it is obliged by law to perform in this country 
certain duties which cannot be performed abroad, such as 
having a registered office and keeping a register of shareholders. 
For income tax purposes a company resides where its real 
business is carried on. 


(H.L.; (1928) 44 T.L.R., 747.) 


Rex v. Commissioners of Customs and Excise. 
Recovery of Portion of Increased Duty on Licences. 


The House of Lords affirmed the decision of the Court of 
Appeal (see Incorporated Accountants’ Journal, May, 1928, 
p- 292), and held that sect. 46 of the Finance (1909-10) Act, 
1910, which provides for the apportionment between landlords 
and tenants of ‘‘ tied ’’ houses of the increased licence duties 
imposed by that Act, does not apply to tenancies entered into 
after the Act came into force. 

(H.L.; (1928) 44 T.L.R., 775.) 


Roebank Printing Company, Limited, v. Inland 
Revenue. 


Disbursements Expended for Purposes of Trade. 


A company remunerated its manager on part salary, part 
commission basis. It was the recognised practice that he 
might draw in advance sums on account of anticipated 
commission. Sums were accordingly paid out exceeding 
commission actually earned, the balance being irrecoverable 
through the manager’s bankruptcy. 

It was held by the Court of Session that the loss sustained 
by the company was not a proper deduction in assessing its 
taxable profits in accordance with the Income Tax Act, 1918, 
Schedule D rules applicable to Cases I and II, Rule 3 (a) and (e). 


(C.S.; (1928) 8.L.T., 472.) 
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